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The Business of Genesco

FOUNDED IN 1924, Nashville, Tennessee-based Genesco Inc. {NYSE: GCO) is a ieading retailer of
branded footwear, licensed and branded headwear and wholesaler of branded footwear. It operates more
than 2,000 footwear and headwear retail stores in the United States, Puerto Rico and Canada, principaliy
under the names Journeys®, Journeys Kidz®, Shi by Journeys™, Johnston & Murphy”, Underground Station®,
Jarman®, Hat World”, Lids® Hat Shack®, Hat Zone®, Head Quarters™, Cap Connection™ and Lids Kids™.
Genesco also designs, sources, markets and distributes footwear under its own Johnston & Murphy brand
and under the licensed Dockers™ brand. Genesco relies on independent third party manufacturers for the

production of its footwear products sold at wholesale.
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Securities Information

COMMON STOCK: NEW YORK AND CHICAGO STOCK EXCHANGES

Fiscal 2007 Fiscal 2006 Fiscal 2005
High Low High Low High Low
First Quarter $ 42.60 $ 37.33 } 31.50 $ 2516 $ 2505 % 17.18
Second Quarter 43.72 25.50 41.10 25.80 2567 19.49
Third Quarter 38.73 26.05 40.27 33.4% 26.17 18.77
Fourth Quarter 42,15 35.46 42,89 35.61 31.39 25.09

APPROXIMATE NUMBER CF COMMON SHAREHOQLDERS OF RECORD' 4,900

Total RO TO SHATGROISIS =~ e oesossssss st oo
INCLUDES REINVESTMENT OF DIVIDENDS o T
The graph below compares the cumulative total shareholder return on the Company's common stock for the
last five fiscal years with the cumulative total return of (i) the S&P 500 Index, (i) the S&P 500 Footwear Index
and (iii) the S&P 1500 Footwear Index. The graph assumes the investment of $100 in the Company's
common stack, the S&P 500 Index, the S&P 500 Footwear Index and the S&P 1500 Footwear Index at the
market close on February 2, 2002 and the reinvestment monthly of all dividends.

Comparison of Cumulative Five Year Total Return
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Base index Returns
Pericd Years Ended
Company/index FYE 02 FYE 03 FYE 04 FYE 05 FYE 06 FYE 07
Genesco Inc. $100.00 $67.16 $ 69.87 $116.88 $155.09 $165.02
S&P 500 Index 100.00 77.53 104.33 i10.83 121.74 140.00
S&P 500 Footwear Index* 100.00 77.93 120.19 149.76 152.83 187.80
S&P 1500 Footwear Index™ 100.00 81.44 126.38 156 .96 162.97 203.53

*The S&P 1500 Footwear Index consists of Brown Shoe Co. Inc., Crocs Inc., Deckers Qutdoor Corp., K-Swiss Inc., Skechers US.A. Inc., Stiide Rite
Corp., Wolvering World Wide, Nike Inc. and Timberland Co. Because the S&P 500 Footwear Index, the comparison index used in previous
performance graphs, now consists of a single company, Nike Inc., 11e Company has adopted the S&P 1500 Foatwear Index as its comparison index.

GENESCOQ INC. AND SUBSIDIARIES
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difterent. For discussion of some of the factors that could adversely affect future resulls, please see

"Manzagement’s Discussion and Analysis of Financial Condition and Results of Operation” and (he

material under the caption “Risk Factors” in the Company's annual report on form 10-K for Fiscal 2007

filed with the Securities and Exchange Commissian.
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FOR THE YEAR;
Nel Sales
Earnings From Conlinuing Operations
Net Earnings

Diluted Earnings Per Common Share
From Continuing Operations

Diluied Net Earrings Per Share
AT YEAR END:

Working Capiial

Long-Term Debt

Shareholders' Equity

Shares Ouistanding

Book Value Per Share
Approximate Number of Common

R Y

Shareholders of Record

Financial Highlights

2007

$1,460,478,000
$ 68,247,000
S 67,648,000

3 2.61

S 2.59

$ 200,330,000
$ 109,250,000
$ 405,226,000

22,742.000
s 17.53

4,900

$1,283.876,000

§ 62,626,000
$ 62,686,000
3 238
b 238
$ 184,986,000
$ 106,250,000
$ 348,751,000

23.260,000
% 14.71

2006
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% Change

14%
9%
8%

10%
9%

8%
3%
16%
-2%
19%

6,400




Shareholders’ Message

TO OUR SHAREHOLDERS:

Two years ago, Genesco embraced a long-term strategic plan designed to deliver
enhanced shareholder value through sales and earnings growth. Specifically, we
committed to increase sales to $2 billion - roughly double the starting peoint — and to
expand operating margin to 9% to 10% by Fiscal 2010,

in arder to do that, we knew we would need to acnieve success on three fronts: First, we
would need to grow our existing businesses, and, in some cases, improve their
profitability. Second, we would need to draw on the creativity and the entrepreneurial
spirit that is an essential element of Genesco's culture and tap our tremendous internal
knowledge base to launch new retail concepts and brand extersions. Finally, we would
need to be open to adding complementary businesses t¢ our porticlio through
acquisitions — businesses that would benefit from the customer-centered
merchandising focus that ali our brands and concepts share, and that wouid have the
potential to hefp us achieve our financial objectives.

Fiscal 2007 was an outstanding year for Genesco, not merely because we posied a
record financial performance, with net sales reaching approximately $1.5 billion. More
significantly for our jong-term prospects, we made progress on all three fronts that we
identified as essential to achieving our strategic goals.

First, we continued to realize the inherent growtn potential of our existing businesses,
adding 224 new stores to our retail base before acquisitions. We passed the 2,000 store
milestone before year end. Equally significantly, we set higher Litimate growth goals for
our two fastest growing retail segments, Journeys and Hat Worid, than ever before.
Based on successes with stores in various formats outside traditional shopping malis
and with multiple hat stores in certain malls, we now see the potential to open at least
1,300 Journeys and Journeys Kidz stores and up to 1,300 Lids and other hat stores {not
counting any Lids Kids stores) in the United States.

On the branded side of the Company, both the Johnstaor & Murphy and Dockers®
Footwear businesses performed well in Fiscal 2007. Johnston & Murphy continued to
reap the benefits of its multi-year brand repesitioning initiatve, growing sales and
impraving its operating margin to 8.2%, up from 2.6% only three years ago — a 55%
compound annual growth rate. Dockers Foolwear had a breakout year with an
impressive 32% sales increase, reflecting a dramatically improved product line and
growing consumer demand.

Second, the success of the Shi by Journeys wornen's shoe chain, in its first full year of
operation, and the opening of our first three Lids Kids stores iate in the year, illustrate an
aspect of our growth strategy ihat we are increasingly excited about. The potential of
these two retail concepts demonstrates the remarkable streak of entrepreneurial
creativity that exists in our management culture, which equips us {o recognize new
opporiunities in the marketplace. That, in combination with & well-developed, highly
scalable retail infrastructure, which enables us to validate new retall concepts with

HAL N, PENNINGTON

CHAIRMAN AND CHIEF EXECUTIVE QFFICER "GENESCI 1NC
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esearch and development a key aspect of our slrategy for growth. Shi by Journeys, b
he way, has performed very well in the initial stage of the validation process, showing
profit in its first year of operations. and we hope to have 50 Shi by Journeys slores by tha
nd of Fiscal 2008. While it's too early in the process 1o make prediciions about LidH
idds, we like what we've seen so far. | look forward to seeing the next new idea that
omeas cul of the combination of sirategic orientation toward growth, keen customet
ocus and extraordinary creativily that characierizes Genesco's approach 1o business.

inally, we made a successiul acquisition during Fiscal 2007, giving us an example of
sach oi the three major aspecls of our growth strategy (and. incidentally, making a “hal
rick” reference hard to resist). in January, we compleled the purchase of Hai Shack,
hain of 49 mall-based hat stores, primarily in the southeastern United States. Besideq
he incremental sales and earnings that the Hat Shack stores will bring 1o the Company.
ne acquisition strenglhened Hat World's position as the leading headwear retailer ir
orth America.

Sa. we made progress on all fronts in Fiscal 2007, and | look forward to more of the samg
n Fiscal 2008. { remain confident thal our strategic plan will continue Lo deliver value tQ
you, our sharehalders, through enhanced growih. We are operaling from a strong base
more than 2,000 stores, each focused on bringing our customers the products they wan
n shopping environments thal reflect their tastes and lifestyles. Most of all, we have
sirong team — more than 12,500 people in stores, distribution centers and offices
Jnited in their commitment (o help us to reach our goals,

vz

Hal N. Pennington
Chairman and Chiel Executive Officer
enesco Inc.

EVA®

Our EVA improvement for Fiscal 2007 once again exceeded our objeciive for the year|
EVA, which is after tax operaling profit minus a charge for capital invested, provides ar
operating measure ol Company and business unit success in creating value fo
shareholders. Qur Fiscal 2007 EVA improvement reflected both continued growth |
earnings and the elficient use of assels.

Genesco employaes recognize that EVA improvement, driven by strong aperating
performance and supported by EVA financial management disciplines, creales
shareholder value and increases their own incentive comgpensation. Over the pas
seven years. this linkage has become ingrained in our cuiture. Fiscal 2007's strong EVA
increase dernonstrated the rewards 1o both shareholders and employees of thig
approach 1o creating shareholder value,

EVA is a registered traclemark of Stern Stewart & Co




Journeys 13 a leader in the teen retail scene, with more than
760 slores across the United Stales, including Puerto Rico
and the U.S. Virgm Islands. Journeys uses iashion savvy and
merchandising skill 1o keep in slep with the fast-paced
footwear and accessories market for 13- to 22-year-old men
and women. Journeys sells a wide variely of leen brands
inclucling Vans, Converse, Puma, Einies and adidas. The
Journeys store is more than a relall environmenl: iU's an
gxtension oi the customer's lifestyle. From ceol lighting and in-
store ielevision monitors playing fresh content and the latesi
music videos. to employees whase lifestyle and self-image
maich their cuslomers’, the Journeys retail environment is
designed 1o rellect its customers’ tastes and ailitudes every hit
as much as the merchandise selection, In addition, Journgys
reaches ils customers through a direct mail catalog, through
the Internet at www.journeys.com and Py )/

through strategic cross-promotions. ¥ Cg

tn November 2005, Journeys launched the Shi by Journeys
retall concept, a mall based specially retail store providing
branded fashion and private label foolwear and accessories
for fasimon savvy women in their early 20s (o mid-30s who
shop in a specialty retail environment. After

a successful first year. Shi by Joumeys

ended the year with 12 stores.
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Launched in 2001 as an extension of the highly successiul Journays footweal ratail concepl. Jourmeys Kidz i a UNiauUe pranded kd

cetaiter, largeting customers five 10 12 years oid with trendly fpotwear styles and accessores from brands including Converse. PL
DC, Crocs. Heelys, Bapy Phat, ECKO, achdas, Nike, Einies and Vans. Wwhether it's the skaieboard-style foatwear display, the Pla

(erminals. of e ielevision moniors playing cartoons and music. Journeys Kidiz, which operales 73 stores. nas @ visually

parents. in Navember o004, Journeys Kidz ‘aunched is

exciting atmosphere that 1 poth fun ior kids and junctional for
fiering an interactive e-commerce qption for "hig kidz shoes in little kidz sizes.”

very own websile, www.iourneyskidz.com. 0







Underground Station is a mall-hased retail concept located across the
United Slates. Underground Station markets trendy footwear and apparel lo &
rand-conscious consumer with a high-fashion mindsel whe values
cutting-edge styles and brands. Underground Station sells the latest
ooiwear and accessories from brands like Timbertand. Puma,
“hal Farm, Diesel and adhdas in its 190 stores and on the Internat at
www.undergroundstation.com. Underground Siation targets 20- o 35
rear-old, culturally diverse. urban male and famale customers.
Jnderground Station's up-to-dale merchandising

atices customers to view the slore as a destination to
ind out about the latest arrivals from the hotlest brands.
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ockers i

Dackers Footwear fills another important niche by offering men aged 30 to 55 superior styling, quality and valug

n

maderately priced casual fashion. Marketed under license from Levi Strauss & Co., Dockers remains one of the natidn's
most recognized brand names. Offerings range from business casual to weekend casual. This lifestyle brand is reallily
available through many of the same naticnal chains that carry Dockers apparel and in '=\T,= i
department and specialty stores across th2 country.
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GENESCO INC. AND SUBS!DIARIES

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward Looking Statements

This discussion and the notes to the Consolidated Financial Statements include certain forward-looking statements, which
include statemenis regarding our inient, beliet or expectations and all statements other than those made solely with respect
to historical fact. Actual results could differ materially from those reflected by the forward-looking statements in this discussion
and a number of factors may adversely affect the forward looking statements and the Company's future results, liquidity,
capital resources or prospects. These factors {some of which are beyond the Company's control) include:

® Weakness in consumer demand for products sold by the Company.

© Fashion trends that affect the sales ¢r product margins of the Company’s retail product offerings.

® Changes in the timing of holidays or in the cnset of seasonal weather affecting period {o period sales comparisons.
@ Changes in buying patterns by significant wholesale customers.

@ Disruptions in product supply or distribution.

® Unfavorable trends in foreign exchange rates and other factors affecting the cost of products.

© Changes in business strategies by the Company's competitors (including pricing and promational discounts), the eniry of
additional competitors into the Company's markets, and other competitive factors.

® The Company's ability to open, staff and support additional retail stores on schedule and at acceptable expense levels and
to renaw leases in existing stores on schedule and at acceptablz expense tevels.

® The Company's ability to identify appropriate growth opportunities, including brand extensions, new concept launches, and
acquisitions, and to execute its growth strategies.

@ Variations from expected pension-related charges caused by conditions in the financial markets.

© The outcome of litigaticn and environmental matters involving tha Company, including those discussed in Note 13 to the
Consclidated Financial Staterments.

@ Fluctuations in oil prices causing changes in gasoline and energy prices resulting in changes in consumer spending and
utility and product costs.

Forward-looking staterments reflect the expectations of the Company at the time they are made, and investors should rely on
thern only as expressions of opinion about what may happen in the future and only at the time they are made. The Company
undertakes no obligation to update any forward-looking statement. Although the Company believes it has an appropriate
business strategy and the resources necessary for its operations, predictions about fulure revenue and margin trends are
inherently uncertain and the Company may alter its business strategies to address changing conditions. For a discussion of
other risk factors, see ltem 1A, Risk Factors, in the Company’s Annual Report on Form 10-K.

Qverview

DESCRIPTION OF BUSINESS

The Company is a leading retailer of branded footwear and of licensad and branded headwear, cperating 2,009 retait footwear
and headwear stores throughout the United States and Puerto Rico including 26 headwear stores in Canada as of February
3. 2007. The Company also designs, sources, markets and distributes footwear under its own Johnston & Murphy brand and
under the licensed Dockers brand to more than 1,000 retail accounts in the United States, including a number of leading
department, discount, and specialty stores.

The Company operates five reportable business segments {not including corporate): Journeys Group, comprised of the
Journeys, Journeys Kidz and Shi by Journeys retail footwear chains, catalog and e-commerce operations; Underground Station
Group, comprised of the Underground Station and Jarman retail footwear chains and e-commerce operations; Hat World
Group, comprised of the Hat World, Lids, Hat Shack, Hat Zone, Head Quarters, Cap Connection and Lids Kids retail headwear
chains and e-commerce operations; Johnston & Murphy Group, comprised of Johnston & Murphy retail operations, catalog
and e-commerce operations and wholesale distribution; and Licensed Brands, comprised primarily of Dockers® Footwear.

The Journeys retail footwear stores seli footwear and accessories primarily for 13 to 22 year old men and women. The stores
average approximately 1,800 square feet. The Journeys Kidz retail footwear stores sell footwear primarily for younger children,




GENESCO INC. AND SUBSIDIARIES

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

ages five to 12. These stares average approximately 1,400 square feet. Shi by Journeys retail footwear stores, the first of which
opened in November 2005, sell footwear and accessories to fashionable women in their early 20's to mid 30's. These stores
average approximately 1,950 square feet.

The Underground Station Group retail footwear stores sell footwear and accessories primarily for men and women in the 20
to 35 age group. The Underground Station Group stores average approximately 1,725 square feet. In the fourth quarter of
Fiscal 2004, the Company made the strategic decision to close 34 Jarman stores subject to its ability 1o negotiate lease
terminations. These stores are not suitable for conversion to Underground Station stores. The Company intends to convert the
remaining Jarman stores to Underground Station stores and ¢lose the remaining Jarman stores not closed in Fiscal 2005 as
quickly as it is financially feasible, subject to landlerd approval. During Fiscal 2007, 16 Jarman stores were closed and three
Jarman stores were converted to Underground Station stores. During Fiscal 2006, 13 Jarman stores were closed and two
Jarman stores were convertad to Underground Station stores.

The Hat World, Lids, Hat Shack, Hat Zone, Head Quarters and Cap Connection retail stores and kiosks sell licensed and
branded headwear to men and women primarily in the earty-tesns to mid-20's age group. These locations average
approximately 750 square feet and are primarily in malls, airports, street level stores and factory outlet stores throughout the
United States, Puerto Rico and in Canada.

Johnston & Murphy retail shops sell a broad range of men’s footwear and accesscries. These shops average approximately
1,350 square feet and are located primarily in better malls nationwice. Johnston & Murphy shoes are also distributed through
the Company's wholesale operations o better department and independent specialty stores. In addition, the Company sells
Johnston & Murphy footwear and accessories in factory stores located in factory outlet malls. These stores average
approximately 2,425 square feet.

The Company entered into an exclusive license with Levi Strauss and Company to market men’s footwear in the United Stales
under the Dockers® brand name in 1991. The Dockers license agreement was renewed November 1, 2006. The Dockers
license agreement, as amended, expires on December 31, 2009 with a Company option to renew through December 31,
2012, subject to certain conditions. The Company uses the Dockers name to market casual and dress casual footwear to men
aged 30 to 55 through many of the same national retail chains thal carry Dockers slacks and sportswear and in department
and specialty stores across the country,

STRATEGY

The Company's strategy is to seek long-term, organic growth by: 1) increasing the Company’s store base, 2) increasing retail
square footage, 3) improving comparable store sales, 4) increasing operating margin and 5) enhancing the value of its brands.
Qur future results are subject to various risks, uncertainties and cther challenges, including those discussed under the caption
“Forward Looking Statements,” above and those discussed in Item 1A, "Risk Factors™ in the Company's Annual Report on
Farm 10-K. Generally, the Company attempts ta develop strategies to mitigate all the risks it views as material, including those
discussed in ltem 1A, "Risk Facters.” Among the most important of these factors are those related to consumer demand.
Conditions in the external economy can affect demand, resulting in changes in sales and, as prices are adjusted to drive sales
and contral inventories, in gross margins. Because fashion trends influencing many of the Company’s target customers
{particularly customers of Journeys Group, Underground Station Group and Hat World Group) can change rapidly, the I
Company believes that its ability to react quickly to those changes has been important 1o its success. Even when the Company

succeeds in aligning its merchandise offerings with consumer preferences, those preferences may affect results by, for
example, driving sales of products with lower average selling prices. Moreover, economic factors, such as high fuel prices,
may reduce the consumer's disposable income and reduce demand for the Company's merchandise, regardless of the
Company's skill in detecting and responding te fashion trends. The Company believes its experignce and discipling in
merchandising and the buying power associated with its relative size in the industry are important to its ability to mitigate risks
associated with changing customer preferences and other reductions in consumer demand. Also imporiant to the Company's
long-term prospects are the availability and cost of appropriate locations for the Company's retail concepts. The Comgpany is
opening stores in airports and on streets in major cities and tourist venues, among other locations, in an effort to broaden its
selection of locations for additional stores beyond the malls that have traditionally been the dominant venue for its retail
concepts. The Company has alse made and will continue to consider acquisitions to supplement its organic growth.
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GENESCO INC. AND SUBSIDIARIES

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

SUMMARY OF OPERATING RESULTS

The Company's net sales increased 13.8% during Fiscal 2007 compared to the prior year. The increase was driven primarily
by the addition of new stores, a 2% increase in comparable store sales, a 34% increase in Licensed Brands sales and a 14%
increase in Johnston & Murphy wholesale sales. Gross margin decreased slightly as a percentage of net sales during Fiscal
2007, primarily due to increased promational activity in the Hat World Group and increased markdowns in the Journeys Group
and Unde}ground Station Group businesses, and off priced sales in one product fine in the Licensed Brands business. Selling
and administrative expenses decreased slightly as a percentage of net sales during Fiscal 2007 due to decreased expenses
as a percentage of net sales in Journeys Group, Hat World Group, Johnston & Murphy Group and Licensed Brands. Operating
. income decreased as a percentage of net sates during Fiscal 2007 primarily due to decreased operating income in the

Underground Station Group and decreased operating income as a percentage of net sales in the Journeys Group and Hat

World Group businesses, partially offset by an increase in operating income in the Johnston & Murphy Group and Licensed
| Brands businesses.

Significant Developments

| HAT SHACK ACQUISITION

| On January 11, 2007, Hat World acquired 100% of the outstanding stock of Hat Shack, Inc, for a purchase price of $16.6
million plus debt assumed of $2.2 million, after preliminary closing adjustments anticipated in the purchase agreement, funded
from cash on hand. As of February 3, 2007, there were 49 Hat Shack retail headwear stores located primarily in the
southeastern United States.

AMENDED REVOLVING CREDIT FACILITY

On December 1, 2006, the Company entered into an Amendad and Restated Credit Agreement, (the “Credit Facility") by and
among the Company, certain subsidiaries of the Company party thereto, as other borrowers, the lenders party thereto and
Bank of America, N.A., as administrative agent. The Credit Facility replaced the Company's $105.¢ million revolving credit
facility. The Credit Facility is a revolving credit facility in the aggregate principal amount of $200.0 million, with a $20.0 million
swingline loan sublimit and a $70.0 million sublimit for the issuance of standby letters of credit, and has a five-year term, The
loans and other chligations under the Credit Facility are secured by substantially all of the presently owned and hereafter
acquired non-real estate assets of the Company and certain subsidiaries of the Company. Borrowings under the Credit
Facility bear interest at a variable rate determined based upon the level of availability under the Credit Facility. If availability
under the Credit Facility falls below specified levels, the Company would then be subject to certain financial covenants. In
addition, if availability under the Credit Facility fatls below $20.0 million and the Company's fixed charge coverage ratio
{(EBITDA less capital expenditures less cash taxes divided by cash interest expense and scheduled payments of principal
indebtedness) is less than 1.0 to 1.0, the Company would be in default. For additional information, see Note 6 1o the
Consolidated Financial Staternents.

CAP CONNECTION ACQUISITION

On July 1, 2004, the Company acquired the assets and business of Edmenton, Alberta-based Cap Connection Ltd., a 17 store
Canadian specialty retailer of headwear. The purchase price for the Cap Connection business was approximately $1.7 million.

HAT WORLD ACQUISITION

On April 1, 2004, the Company completed the acquisition of Hat World, a leading specialty retailer of licensed and branded
headwear operating under the Hat World, Lids and Hat Zone names, for a total purchase price of approximately $178 million,
including adjustments for $12.6 million of net cash acquired, a $1.2 million subsequent working capital adjustment and direct
acquisition expenses of $2.8 million. The Company funded the acquisition and associaied expenses with a $100.0 million,
five-year term loan and the balance from cash on hand. The term lcan was paid off in Fiscal 2007,

RESTRUCTURING AND OTHER CHARGES

The Company recorded a pretax charge to earnings of $1.1 million ($0.7 million net of tax) in Fiscal 2007. The charge included
$2.2 million of charges for asset impairments and the early termination of a license agreement offset by $1.1 million of gift card
related income and a favorable litigation settlement.

20




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITICN AND RESULTS OF OPERATIONS

The Company recorded a pretax charge to earnings of $2.3 millicn {$1.4 million net of tax) in Fiscal 2006. The charge included
$1.7 million for the seitlement of a California employment class action and $0.6 million for retail store asset impairments and
lease terminations of thieen Jarman stores. These lease terminations are the continuaticn of a plan anncunced by the
Caompany in Fiscal 2004 to close or convert into other retail concepts all remaining Jarman stores.

The Company recorded a pretax charge to earnings of $1.2 million {$0.8 million net of tax} in Fiscal 2005. The charge included
$1.8 million for lease tarminations of 20 Jarman stores and retail store asset impairments offset by the recognition of a $0.6
miilion gain on the curtailment of the Company's defined benetit pension plan.

POSTRETIREMENT BENEFIT LIABILITY ADJUSTMENTS

The return on penston plan assets was a gain of $9.5 million for Fiscal 2007 compared (¢ $8.0 million in Fiscal 2006, The
interest rate used to measure benefit abligations increased from 5.50% to 5.75% in Fiscal 2007. As a result of the increase in
return on plan assels and the increase in the discount rate, the pension liability was reduced to $14.3 million on the
Consolidated Balance Sheets compared to $23.2 million last year. There was a decrease in the pension liability adjustment of
$5.1 million (net of tax) in accumulated other comprehensive income in shareholders’ equity. Depending upon future interest
rates and returns on plan assets, and other known and unknown factors, there can be no assurance that acditional
adjustments in future periods will not be required.

In September 20086, the Financial Accounting Standards Board (“FASB") issued Statement of Financial Accounting Standards
("SFAS") No. 158, "Employers' Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of
FASB Statements No. 87, 88, 106 and 132(R)" ("SFAS No. 158"). This stalement requires companies to recognize the
overfunded or underfunded status of postretirement benefii plans to be recognized as either an asset or liability on the
Consolidated Balance Sheets and the changes in the funded status are to be recognized in accumulated other
comprehensive income, net of tax. As a result of the adoption of SFAS No. 158, the Company recognized a $0.8 million {net
of tax) cumulative adjustment in accumulated other comprehensive loss in sharehclders’ equity for Fiscal 2007.

SHARE REPURCHASE PROGRAM

In a series of authorizations from Fiscal 1995-2003, the Company's board of directors authorized the repurchase of up to 7.5
million shares, In June 20086, the board authorized an additional $20.0 million in stock repurchases. In August 2008, the board
authorized an additional $30.0 million in stock repurchases. The Company repurchased 1,062,400 shares at a cost of $32.1
million during Fiscal 2007. In total, the Company has repurchased 8.2 million shares at a cost of $103.4 million from all
authorizations as of February 3, 2007.

DISCONTINUED OPERATIONS

For the year ended February 3, 2007, the Company recorded an additional charge to earnings of $1.0 million ($0.6 million net
of tax) reflected in discontinued operations, including $1.1 million primarily for anticipaled costs of environmental remedial
altematives related to former facilities operated by the Company offset by a $0.1 million gain for excess provisions to prior
discontinued operations. See Note 13 to the Consolidated Financial Statemenis for additional information.

For the year ended January 28, 2006, the Company recorded a credit to earnings of $0.1 miflion ($0.1 million net of tax)
reflected in discontinued operations, including a $0.9 million gain for excess provisions to prior discontinued operations offset
by $0.8 millicn primarily for anticipated costs of environmental remedial alternatives refated to former facilities operated by the
Company. See Note 13 to the Consolidated Financial Statements for additional information.

For the year ended January 29, 2005, the Company recorded an additional charge 1o earnings of $0.3 million ($0.2 miillion net
of tax) reflected in discontinued operations, including $1.0 miltion for anticipated costs of environmental remedial alternatives
related to two manufacturing facilities formerly operated by the Company, offset by a $0.7 million gain for excess provisions
to prior discontinued operations. See Note 13 to the Consolidated Financial Statements for additional information.

Critical Accounting Policies

INVENTORY VALUATION

As discussed in Note 1 to the Consolidated Finarcial Statements, the Company values its inventories at the lower of cost
or market.
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In its wholesale operations, cost is determined using the first-in, first-out (FIFO) method. Market is determinec using a system
of analysts which evaluates inventory at the stack number level based on factors such as inventory turn, average selling price,
inventory level, and selling prices reflected in future orders. The Company provides reserves when the inventory has not been
marked down ta market based on current selling prices or when the inventory is not turning and is not expected to turn at
levels satisfactory to the Company.

In its retail operations, other than the Hat Wortd segment, the Company employs the retail inventory method, applying average
cost-to-retail ratios to the retail value of inventories. Under the retall inventory method, valuing inventory at the lower of cost or
market is achieved as markdowns are taken or accrued as a reduction of the retail value of inventories.

Inherent in the retail inventory method are subjective judgments and estimates including merchandise mark-on, markups,
markdowns, and shrinkage. These judgments and estimates, coupled with the fact that the retail inventory method is an
averaging process, could produce a range of cost figures. To reduce the risk of inaccuracy and to ensure consistent
presentation, the Company employs the retail inventory method in multiple subctasses of inventory with similar gross margins,
and analyzes markdown requirements at the stock number level based on factors such as inventory turn, average selling price,
and inventory age. In addition, the Company accrues markdowns as necessary. These additional markdown accruals reflect
all of the above factars as well as current agresments to return products to vendors and vendor agreements to provide
markdown support. In addition to markdown provisions, the Company maintains provisions for shrinkage and damaged
goods based on historical rates. A change of 10 percent from the recorded amounts for all such provisions would have
changed inventory by $0.8 million at February 3, 2007.

The Hat World segment employs the moving average cost method for valuing inventories and applies freight using an
allocation method. The Company provides a valuation allowanrce for slow-moving inventory based on negative margins and
estimated shrink based on historical experience and specific analysis, where appropriate.

Inherent in the analysis of both wholesale and retail inventory valuation are subjective judgments about current market
conditions, fashion frends, and overall economic conditions. Failure to make appropriate conclusions regarding these factors
may result in an overstatement or understatement of inventory value.

IMPAIRMENT OF LONG-TERM ASSETS

As discussed in Note 1 to the Consolidated Financial Statements, the Company periadically assesses the realizability of its
long-lived assets and evaluates such assets for impairment whenever events or changes in circumstances indicate that the
carrying amount of an assel may not be recoverable. Asset impalrment is determined to exist if estimated future cash flows,
undiscounted and without interest charges, are less than the carrying amount. Inherent in the analysis of impairment are
subjective judgments about future cash flows. Failure to make appropriate conclusions regarding these judgments may resutt
in an overstatement or understatement of the value of long-lived assets.

ENVIRONMENTAL AND OTHER CONTINGENCIES

The Company is subject to certain loss contingencies related to envirenmental proceedings and other legal matters, including
those disclosed in Note 13 to the Company’'s Consolidated Financial Statemenis. The Company has made provisions for
certain of these contingencies, including approximatety $1.1 million reflected in Fiscal 2007, $0.8 million reftected in Fiscal
2006 and $0.9 million reflected in Fiscal 2005. Tha Company monitors these matters on an ongoing basis and, on a quarterly
basis, management reviews the Company's reserves and accruals in refation 1o each of them, adjusting provisions as
management deems necessary in view of changes in available information. Changes in estimates of liability are reported in
the pericds when they occur. Consequently, management believes that its reserve in relation to each proceeding is a best
estimate of probable loss connected 10 the proceeding, or in cases in which no best estimate is possible, the minimum
amount in the range of estimated losses, based upon its analysis of the facts and circumstances as of the close of the most
recent fiscal quarter. However, because of uncertainties and risks inherent in litigation generally and in environmental
proceedings in particular, there can be no assurance that future developments will not require additional reserves to be set
aside, that some or all reserves will be adequate or that the amounts of any such additional reserves or any such inadequacy
will not have a material adverse effect upon the Company's financial condition or results of operations.
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REVENUE RECOGNITION

Retail sales are recorded at the point of sale and are net of estimated returns and exclude sales taxes. Catalog and internet
sales are recorded at time of delivery to the customer and are net of estimated returns. Wholesale revenue is recorded net of
estimated returns and allowances for markdowns, damages and miscellaneous claims when the related goods have been
shipped and lega! litle has passed to the customer. Shipping and handling costs charged 1o customers are included in net
sales. Estimated returns are based on historical returns and claims. Actual amounts of markdowns have not differed materiafly
from estimates. Actual returns and claims in any future period may differ from historical experience.

POSTRETIREMENT BENEFITS PLAN ACCOUNTING

Substantially all full-time employees, who also had 1,000 hours of senvice in Calendar 2004, except employees in the Hat
Warld segment, are covered by a defined benefit pension plan. The Company froze the defined benefit pension plan effective
January 1, 2005. The Company also provides certain former employees with limited medical and life insurance benefits. The
Compary funds at least the minimum amount required by ihe Emplayee Retirement Income Security ACt.

In September 2006, the FASB issued SFAS No. 158, which requires companies {o recognize the overfunded or underfunded
status of postretirement benefit plans as an asset or liability in its Consolidated Balance Sheets and to recognize changes in
that funded status in accumulated other comprehensive loss, net of tax, in the year in which the changes occur. This statement
did not change the accounting for plans required by SFAS No. 87, "Employers’ Accounting for Pensions” and it did not
eliminate any of the expanded disclosures required by SFAS No. 132(R). On February 3, 2007, the Company adopted the
recognition and disclosure provisions of SFAS No. 158. As a result of the adoption of SFAS No. 158, the Company recognized
a $0.8 million (net of tax) cumulative adjustment in accurmulated other comprehensive loss in shareholders’ equity for Fiscal
2007 related to the Company's postretirement medical and life insurance benefits. SFAS No. 158 also requires companies 10
measure the funded status of a plan as of the date of its fiscal year end. This requirement of SFAS No. 168 is not effective for
the Company until Fiscal 2009. The Company is assessing the impact ihe adoption of the measurement date will have on its
consolidated financial position and results of operations.

The Company accounts for the defined benefit pension plans using SFAS No. 87, "Employer's Accounting for Pensions”
("SFAS No. 87", as amended. Under SFAS No. 87, pension expense is recognized on an accrual basis over employees’
approximate service periods. The calculation of pension expense and the corresponding liability requires the use of a number
of critical assumptions, including the expected long-term rate of return on plan assets and the assumed discount rate, as well
as the recognition of actuarial gaing and losses. Changes in these assumptions can result in ditferent expense and liability
amounts, and future actual experience can differ from these assumptions.

Long Term Rate of Return Assumption — Pension expense increases as the expected rate of return on pension plan assets
decreases. The Company estimates that the pension plan assets will generate a long-term rate of return of 8.25%. To develop
this assumption, the Company considered historical asset returns, the current asset allocation and future expectations of
asset returns, The expected long-term rate of return on plan assets is based on a long-term invesiment policy of 50% U.S.
equities, 13% international equities, 35% U.S. fixed income securities and 2% cash equivalents. For Fiscal 2007, if the
expected rate of return had been decreased by 1%, net pension expense would have increased by $0.9 million, and if the
expected rate of return had been increased by 1%, net pension expense would have decreased by $0.9 million.

Discount Rate - Pension liability and future pension expense increase as the discount rate is reduced. The Company discounted
future pension cbligations using a rate af 5.75%, 5.50%, and 5.75% for Fiscal 2007, 2006 and 2005, respectively. The discount
rate is determined based an the current yields on a portiolio of high quality leng-term bonds. For Fiscal 2007, if the discount rate
had been increased by 0.5%, net pension expense would have decreased by $0.6 million, and if the discount rate had been
decreased by 0.5%, net pension expense would have increased by $0.6 million. In addition, if the discount rate had Heen
increased by 0.5%, the projectad benefit abligation would have decreased by $ 6.3 million and the accumulated benefit obligation
would have decreased by $6.3 millicn. If the discount rate had been decreased by 0.5%, the projected benelit obligation would
have been increased by $7.0 million and the accumulated benefit obligation would have increased by $7.0 million.

Amortization of Gains and Losses - The significant declines experienced in the financial markets have unfavorably impacted
pensicn asset performance. The Company utilizes a calculated value of assets, which is an averaging method that recognizes
changes in the fair values of assets over a period of five years. At the end of Fiscal 2007, the Company had unrecognized
actuarial losses of $34.0 million. Accounting principles generally accepted in the United States require that the Company
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recognize a portion of these losses when they exceed a calculated threshold. These losses might be recognized as a
component of pension expense in future years and would be amortized over the average future service of employees, which
is currently seven years. Future changes in plan asset returns, assumed discount rates and varicus other factors related 1o
the pension plan will impact fuiure pension expense and kabilities, including increasing or decreasing unrecognized actuarial
gains and losses.

The Company recegnized expense for its defined henefit pension plans of $3.4 millicn, $3.7 million and $4.9 million in Fiscal
2007, 2006 and 2005, respectively. The Company's board of directors approved freezing the Company's defined pension
benefit plan effective January 1. 2005. The Company's pensicn expense is expected to decrease in Fiscal 2008 by
approximately $1.1 million due to the net affect of an increase in the discount rate from 5.50% to 5.75% and a smaller aciuarial
loss 10 be amartized.

SHARE-BASED COMPENSATION

The Company has share-based compensation plans covering cerlain members of management and non-amployee
directors. Prior to January 29, 2006, the Company accounted for these plans under the recognition and measurement
provisions of APB No. 25, "Accounting for Stock Issued to Employees,” and relaled interpretations, as permitted by SFAS
No. 123. Accordingly, no compensation expense was recognized for fixed option plans because the exercise prices of
employee stock options equaled or exceeded the market prices of the underlying stock on the date of grant.

Effective January 29, 2006, the Company adopied SFAS No. 123(R), using the modified prospective transition method.
Under the modified prospective transition method, compensation cost recognized for Fiscal 2007 includes (i} compensation
cost for all share-based payments granted prior to, but not yet vested as of January 29, 2006, based on the grant date fair
valug estimated in accordance with the provisions of SFAS No. 123; and (ii) compensation cost for all share-based payments
granted on or after January 29, 2006, based on the grant date fair value estimated in accordance with SFAS No. 123(R). In
accordance with the modified prospective method, the Cornpany has noi restated prior period results. However, prior to
| adoption of SFAS No. 123(R), share-based compensation had been included in pro forma disclosures in the Notes to the
| Consolidated Financial Statements for periods prior to Fiscal 2007.
|
|

The Company estimates the fair value of each option award on the date of grant using a Black-Scholes option pricing model.
The Company based expected volatility on historical term structures. The Company based ihe risk free rate on an interest rate
for a bond with a maturity commansurate with the expected term estimate. The Company estimated the expected term of
stock options using historical exercise and employse termination experience. The Company does not currently pay a dividend.

In addition to the key assumptions used in the Black-Scholes model, the estimated forfeiture rate at the time of valuation
{which is based on historical experience for similar options) is a critical assumption, as it reduces expense ratably over the
vesting period. Shared-based compensation expense is recorded based on a 2% expected forfeiture rate and adjusted
annually for actuat forfeitures. The Company reviews the expected forfeiture rate annually to determine if that percent is siill
reasonable based on historical experience.

The Company believes its estimates are reasonable in the context of actual (historical) experience. The impact of adopting
SFAS No. 123(R) on future results will depend on, among other matters, levels of share-based payments granted in the
future, actual forfeiture rates and the timing of aption exercises.

Comparable Sales

Comparable store sales begin in the 53rd week of operation. Temporary store closings are excluded from the computation
of comparable store calculaticn for every full week of the store closing. Expanded stores are excluded from the Company's
footwear operations comparable stare sales calcuiation until the 53rd week of operation but are included in the calculation
of the Company's headwear comparable store sales calculation. E-commerce and catalog sales are excluded from
comparable store sales calculations.

Results of Operations - Fiscal 2007 Compared to Fiscal 2006

The Company's net sales for Fiscal 2007 (53 wesks) increased 13.8% 1o $1.5 billion from $1.3 billion in Fiscal 2006 (52
weeks). Net sales {or the 53rd week of Fiscal 2007 were $24.7 million based on actual retail sales and estimated wholesale
sales. Wholesale sales are recognized upon shipment. The Company believes that a portion of the shipments that occurred
in the final week would have occurred during the quarter even if it had not included the final week. Its estimate of the amount
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of such sales is excluded from the estimate of sales for the 53rd week. Excluding the 53rd week in Fiscal 2007, the net sales
increase from the comparable 52-week period last year was approximately 12%. Gross margin increased 12.0% to $730.8
million in Fiscal 2007 from $652.4 million in Fiscal 2006 but decreased as a percentage of net sales from 50.8% to 50.0%.
Selling and administrative expenses in Fiscai 2007 increased 13.3% irom Fiscal 2006 but decreased as a perceniage of net
sales from 41.9% to 41.7%. The Company records buying and merchandising and occupancy costs in selling and
administrative expense. Because the Company does not include these costs in cost of sales, the Company’s gross margin
may not be comparable to other retailers that include these costs in the calculation of gross margin. Explanations of the
changes in results of operations are provided by business segment in discussions following these introductory paragraphs.

Earnings betore income taxes from continuing operations (“pretax earnings”) for Fiscal 2007 were $111.1 million compared
to $102.5 million for Fiscal 2006. Pretax earnings for Fiscal 2007 included restructuring and other charges of $1.1 million,
including $2.2 million of charges for asset impairments and the termination of a small license agreement offset by $1.1 million
of income for gift card breakage and a favorable litigation settlement. Pretax earnings for Fiscal 2006 included restructuring
and other charges of $2.3 million, including $1.7 million for settlement of a previously announced class action lawsuit (see
Note 13 to the Consolidated Financial Statements), retail siore asset impairments and lease terminations of 13 Jarman
stores. These lease terminations are the continuation of a plan announced by the Company in Fiscal 2004 tc close aor convert
into other retail concepts all remaining Jarman stores.

Net earnings for Fiscal 2007 were $67.6 million ($2.58 diluted earnings per share) compared to $62.7 million ($2.38 diluted
earnings per share) for Fiscal 2006. Net earnings for Fiscal 2007 included $0.6 million {$0.02 diluted earnings per share)
charge to eamings {net of tax), including $0.7 million primarily for anticipated costs of environmental remedial alternatives

" related 1o former facilities operated by the Company offset by a $0.1 million gain for excess provisions to prior discontinued
operations. Net earnings for Fiscal 2006 included $0.1 million (30.00 diluted earnings per share) credit 1o earnings (net of
tax}), including a $0.9 million gain for excess provisions 1o prior discontinued operations offset by $0.8 million primarily for
anticipated costs of environmental remedial alternatives related to former facilities operated by the Company. The Company
recorded an effective federal income tax rate of 38.6% for Fiscal 2007 compared to 38.9% for Fiscal 2006.

JOURNEYS GROUP

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2007 2006 CHANGE
Net sales $ 696,889 $ 593,516 17.4%
Earnings from operations 3 83,835 $ 73,346 14.3%
Operating margin 12.0% 12.4%

Net sales from Journeys Group increased 17.4% to $696.9 million for Fiscal 2007 from $593.5 miilion for Fiscal 2006, The
increase reflects a 13% increase in average Journeys stores operated (i.e., the sum of the number ¢f stores open on the first
day of the fiscal year and the last day of gach fiscal month dwring the year divided by thirteen) and a 6% increase in
comparable store sales. The comparable store sales increase reflects an 11% increase in footwear unit comparable sales,
offset by a 4% decrease in average price per pair of shoes. The average price decrease primarily reflects changes in product
mix. Total unit sales increased 25% during the same period. The store count for Journeys was B53 stores at the end of Fiscal
2007, including 73 Journeys Kidz stores and 12 Shi by Journeys stores, compared to 761 Journeys stores at the end of Fiscal
2006, inctuding 50 Journeys Kidz stores and one Shi by Journeys store.

Journeys Group earnings from operations for Fiscal 2007 increased 14.3% to $83.8 million, compared to $73.3 million for
Fiscal 2006, primarily atiributable to the increase in net sales and decreased expenses as a percentage of net sales, reflecting
lower bonus accruals.

UNDERGROUND STATION GROUP

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2007 2006 CHANGE
Net sales $ 155,069 $ 164,054 (5.5)%
Earnings from operations $ 3,844 $ 10,890 (64.7)%
Operating margin 2.5% 6.6%
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Net sales from the Underground Station Group (comprised of Underground Station and Jarman retail stores) decreased
5.5% to $155.1 million for Fiscal 2007 from $164.1 million for Fiscal 2006. Sales for Underground Station stores increased
1% for Fiscal 2007. Sales for Jarman retail stores decreased 29% for Fiscal 2007, reflecting a 29% decrease in the average
number of Jarman stores operated related to the Company's strategy of closing Jarman stores or converting them to
Underground Station stores. Comparable store sales decreased 10% for the Underground Station Group, 9% for Underground
Station siores and 12% for Jarman stores. The decrease in comparable store sales was primarily dug to generally weak
demand for athletic shoes, exacerbated in the second half of the year by the loss of the chain's most popular athletic brand
from its product offering and what management believes was an overall softness in the urban market. The average price per
pair of shoes for Underground Station Group decreased 4% for Fiscal 2007 and unit sales decreased 2% during the same
period. The average price per pair of shoes at Underground Station stores decreased 5% during the year, primarily reflecting
changes in product mix and increased markdowns. Unit sales increased 6% during Fiscat 2007. Underground Station Group
operated 223 stores at the end of Fiscal 2007, including 193 Underground Station stores. During Fiscal 2007, three Jarman
stores were converted to Underground Station stores. The Company had operated 229 stores at the end of Fiscal 2008,
including 180 Underground Station stores.

Underground Station Group earnings from operations for Fiscal 2007 decreased 64.7% to $3.8 million from $10.9 million for
the same period last year. The decrease was due to decreased net sales, tc decreased gross margin as a percentage of net
sales, reflecting increased markdowns, and to increased expenses as a percentage of net sales from negative leverage in the
store related expenses due to the negative comparable store sales.

HAT WORLD GROUP

FISCAL YEAR ENDED PERGENT
DOLLARS IN THOUSANDS 2007 2006 CHANGE
Net sales $ 342,641 § 297,271 15.3%
Earnings from cperations $ 41,359 $ 40133 3.1%
Operating margin 12.1% 13.5%

Net sales from Hat World Group increased 15.3% 1o $342.6 million for Fiscal 2007 from $297.3 million for Fiscal 2006.
The increase reflects primarily a 16% increase in average stores operated. Hat World Group comparable store sales
decreased 1% for Fiscal 2007. The Company believes the comparable store sales were impacted by decreased demand in
the urban market, which the Company believes is the primary market served by approximately 110 stores in the Hat World
Group. This was partially offset by strength in core and fashion-oriented Major League Baseball products, as well as branded
action and performance headwear. Hat World Group operated 785 stores at Fiscal 2007, including 26 stores in Canada, three
Lids Kids and 48 Hat Shack stores acquired in January 2007, compared io 641 stores at the end of Fiscal 2006, including
18 stores in Canada.

Hat World Group earnings from operations for Fiscal 2007 increased 3.1% to $41.4 million compared to $40.1 million for Fiscal
2006. The increase in operating income was primarily due to increased net sales and to decreased expenses as a percentage
of net sales, offset by decreased gross margin as a percentage of net sales reflecting increased promotional activity.

JOHNSTON & MURPHY GROUP

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2007 2006 CHANGE
Net sales $ 186,979 $ 170,015 10.0%
Earning from operations $§ 15337 $ 10398 47.5%
Operating margin B.2% 6.1%

Johnsten & Murphy Group net sales increased 10.0% to $187.0 million for Fiscal 2007 from $170.0 million for Fiscal 2006,
reflecting a 3% increase in comparable store sales, a 3% increase in average retail stores operated and a 14% increase in
| Johnston & Murphy whalesale sales. Unit sales for the Jahnston & Murphy wholesale businass increased 13% in Fiscal 2007,
and the average price per pair of shoes increased 1% for the same period. Retail operations accounted for 74.3% of Johnston
& Murphy Group sales in Fiscal 2007, down slightly from 75.2% in Fiscal 2006 primarily due to increased wholesale sales. The
average price per pair of shoes for Johnston & Murphy retail decreased 2% (2% in the Johnston & Murphy shops) in Fiscal
2007, primarily due to changes in product mix, while footwear unit sales increased 8% during the same period. The store count
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for Johnston & Murphy retail operations at the end of Fiscal 2007 included 148 Johnston & Murphy stores and factory stores
compared to 142 Johnston & Murphy stores and factory stores at the end of Fiscal 2006.

Johnston & Murphy earnings from operations for Fiscal 2007 increased 47.5% to $15.3 million from $10.4 million {or Fiscal
2006, primarily due to increased net sales, o increased gross margin as a percentage of net sales, reflecting improvement in
the retail business due to improved sourcing and lower markdowns, and to decreased expenses as percentage of net sales
reflecting operating leverage from the comparable store and wholesale sales increases and decreased advertising expenses.

LICENSED BRANDS

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2007 2006 CHANGE
Net sales $ 78,422 $§ 58730 33.5%
Earnings from cperations $ 6777 $ 4167 62.6%
Operating margin 8.6% 7.1%

Licensed Brands' net sales increased 33.5% 1o $78.4 million for Fiscal 2007 from $58.7 million for Fiscatl 2006. The sales
increase is primarily attributable te an increase in demand for Dockers Footwear, related to retail sell-through, due in part, to
increased shelf space in existing accounts. Unit sales for Dockers Footwear increased 31% for Fiscal 2007 and the average
price per pair of shoes increased 1% for the same period.

Licensed Brands' earnings from operations for Fiscal 2007 increased 62.6%, from $4.2 million for Fiscal 2006 to $6.8 million,
primarity due to increased net sales and io decreased expenses as a percentage of net sales.

CORPORATE, INTEREST EXPENSES AND OTHER CHARGES

Corporate and other expenses for Fiscal 2007 were $30.1 million compared o $26.1 million for Fiscal 2008. Corporate and
other expenses for Fiscal 2007 included $1.1 million of restructuring and cther charges, primarily for asset impairments and
the termination of a small licensing agreement offset by income for gift card breakage and a favorable litigation settlernent.
Corporate and cther expenses for Fiscal 2006 included $2.3 million of restructuring and other charges, primarily for settlernent
of a previousty announced class action lawsuit, retail store asset impairments and lease terminations of 13 Jarman stores. In
addition io the listed items in both periods, the increase in corporate expenses for Fiscal 2007 is attributable primarily to a $6.4
million increase of share-based compensation and restricted siock expense.

Interest expense decreased 8.7% from $11.5 million in Fiscal 2006 to $10.5 million in Fiscal 2007, primarily due to the decrease
in the average term loan outstanding. Borrowings under the Company’s revolving credit facility averaged $16.8 million for
Fiscal 2007. Borrowings under the Company's revolving credit facility averaged less than $0.1 million for Fiscal 2006.

Interest income decreased 50.1% from $1.1 millien in Fiscal 2006 to $0.6 million in Fiscal 2007, due 1o the decrease in average
short-term investments.

Results of Operations - Fiscat 2006 Compared to Fiscal 2005

The Company's net sales for Fiscal 2006 increased 15.4% to $1.3 billion from $1.1 billion in Fiscal 2005. Gross margin increased
18.4% to $652.4 million in Fiscal 2006 from $551.1 million in Fiscal 2005 and increased as a percentage of net sales from 49.5%
10 50.8%. Selling and administrative expenses in Fiscal 2006 increased 16.4% from Fiscal 2005 and increased as a percentage
of net sales from 41.5% to 41.9%. The Company records buying and merchandising and occupancy costs in selling and
administrative expense. Because the Company does not include these costs in cost of sales, the Company's gross margin may
not be comparable to other retailers that include these costs in the calculation of gross margin. Explanations of the changes in
results of operations are provided by business segment in discussions following these introductory paragraphs.

Earnings before income taxes from continuing operations {“pretax earnings”) for Fiscal 2006 were $102.5 million compared to
$77.1 million for Fiscal 2005. Pretax earnings for Fiscal 2006 included restructuring and other charges of $2.3 million, including
$1.7 million for settlement of a previousty announced class action lawsuit {see Note 13 to the Consolidated Financial
Staterments), retail store asset impairments and lease terminations of 13 Jarman stores, These lease terminations are the
continuation of a plan previously announced by the Company in Fiscal 2004. Pretax earnings for Fiscal 2005 included
restructuring and other charges of $1.2 million, primarily for lease terminations of 20 Jarman stores and retail asset impairments
offset by the gain on the curtailment of the Company's defined benefit pension plan.
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Net earnings for Fiscal 2006 were $62.7 million (32.38 diluted earnings per share) compared to $48.2 million ($1.91 diluted
eamnings per share) for Fiscal 2005. Net earnings lor Fiscal 2006 included $0.1 miltion ($0.00 diluted earnings per share) credit
to eamnings (net of tax), including a $0.9 million gain for excess provisions to prior discontinued operations oifset by $0.8 million
primarily for anticipated cosis of environmental remedial alternatives related to former facilities operated by the Company. Net
eamings for Fiscal 2005 included $0.2 mitlion (30.01 diluted eamings per share) charge to earnings (net of tax) primarily for
anticipated costs of environmental remedial alternatives related to two manufacturing facilities operated by the Company, offset
by $3.3 million from settlements with ceriain insurance carriers regarding the sites and by excess provisions from prior
discontinued operations. The Company recorded an effeciive fedzral income tax rate of 38.9% for Fiscal 2006 compared to
37.1% for Fiscal 2005. The year-to-year change reflects a {avorable tax seftlement of $0.5 million and a tax benefit of $0.2 million
resulting from the reversal of previously accrued income taxes in Fiscal 2005. Because these amounts were reflected as current
year income tax benetits for Fiscal 2005, it reduced the Company's effective federal income tax rate for Fiscal 2005.

JOURNEYS GROUP

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2006 2005 CHANGE
Net sales $ 593,516 $ 521,942 13.7%
Earnings from operations $ 73346 $ 60,085 22.1%
Operating margin 12.4% 11.5%

Net sales from Journeys Group increased 13.7% to $583.5 million for Fiscal 2006 from $521.9 million for Fiscal 2005. The
increase reflects primarily a 7% increase in comparable store sales and a 5% increase in average Journeys Group stores
operated. The comparable store sales increase reflects a 10% increase in footwear unit comparable sales, offset by a 2%
decrease in average price per pair of shoes, The average price decrease primarily reflects changes in product mix, while unit
sales increased 16% during the same period driven by fashion athletic, euro casuals, board sport shoes and women's faghion
faotwear. The store count for Journeys was 781 stares at the end of Fiscal 2008, including 50 Journeys Kidz stores, compared
to 695 Journeys stores at the end of Fiscal 2005, including 41 Journeys Kidz stores.

Joumeys Group earnings from operations for Fiscal 2006 increased 22.1% to $73.3 million, compared 1o $60.1 million for
Fiscal 2005, primarity reflecting the increase in net sales and increased gross margin as a percentage of net sales, reflecting
changes in product mix and decreased markdowns as a percentage of net sales.

UNDERGROUND STATION GROUP

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2006 2005 CHANGE
Net sales $ 164,054 $ 148,039 10.8%
Earnings from operations $ 10,890 $ 6963 56.4%
Operating margin 6.6% 4.7%

Net sales from the Underground Station Group (comprised of Underground Station and Jarman retail stores} increased
10.8% to $164.1 million for Fiscal 2006 from $148.0 miillion for Fiscal 2005, Sates for Underground Station stores increased
25% for Fiscal 2006. Sales for Jarman retail stores decreased 23% for Fiscal 2006, reflecting a 23% decrease in Jarman
stores operated refated to the Compahy's strategy of ¢losing Jarman stores or converting them to Underground Station
stores. Comparable store sales were up 7% for the Underground Station Group, with comparable store sales for
Underground Station stores up 10%. The comparable sates performance in the Underground Station stores was primarily
driven by continued increases in average selling prices and a 3% increase in footwear unit comparable sales. The average
price per pair of shoes for Underground Station Group increased 5% for Fiscal 2006 and unit sales increased 3% during the
same period. The average price per pair of shoes at Underground Station stores increased 6% during the year, primarily
reflecting changes in product mix and lower markdowns as a percentage of net sales. Underground Station Group operated
229 stores at the end of Fiscal 2006, including 180 Underground Station stores, During Fiscal 2006, two Jarman stores were
converted to Underground Station stores. The Company had operated 229 stores at the end of Fiscal 2005, including 185
Underground Station stores.
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Underground Station Group earnings from operations for Fiscal 2006 increased 56.4% to $10.9 million compared to $7.0
million for the same period last year, The increase was due ta increased net sales, increased gross margin as a percentage
of net sales, reflecting changes in product mix and decreased markdowns, and 10 decreased expenses as a percentage
of net sales.

HAT WORLD GROUP

FISCAL YEAR ENDED* PERCENT
DOLLARS IN THOUSANDS 2006 2005 CHANGE
Net sales $ 297,271 $ 216,270 NM
Earnings from operations $ 40,133 $ 30,522 NM
Operating margin 13.5% 14.1%

“The Company acquired Hat World on Agpril 1, 2004 and Cap Connection July 1, 2004. Results for Fiscal 2005 are for the period Aprit 1, 2004 — January
29, 2005, and are thesefore not comparable to the twelve month peried ended January 28, 2006.

Hat World Group comparable store sales increased 4% for Fiscal 2006. Hat World's comparable store sales increase was
primarily driven by an increased number of units sold and higher selling prices. Hat World operated 641 stores at the end
of Fiscal 2008, including 18 stores in Canada. Hat World operated 552 stores at the end of Fiscal 2005, including 19 stores
in Canada.

JOHNSTON & MURPHY GROUP

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2006 2005 CHANGE
Net sales $ 170,015 $ 162,599 4.6%
Earnings from operations $ 10,396 $ 9230 12.6%
Operating margin 6.1% 5.7%

Johnston & Murphy Group net sales increased 4.6% to $170.0 million for Fiscal 2006 from $162.6 million for Fiscal 2005,
reflecting primarily a 7% increase in comparable store sales for Johnston & Murphy retail operations and a 5% increase in
Johnston & Murphy wholesale sales. Unit sales for the Johnston & Murphy wholesale business increased 8% in Fiscal 2008,
while the average price per pair of shoes decreased 3% for the same period. Retail operations accounted for 75.2% of
Johnston & Murphy segment sales in Fiscal 2006, down slightly from 75.3% in Fiscal 2005 primarity due to increased
wholesale sales. The average price per pair of shoes for Johnston & Murphy retail decreased 5% (7% in the Johnston &
Murphy shops) in Fiscat 2006, primarily due to changes in product mix, while footwear unit sales increased 7% during the
same period. The store count for Johnston & Murphy retail operations at the end of Fiscal 2006 and Fiscal 2005 included 142
Johnston & Murphy stores and factory stores.

Johnston & Murphy Group earnings from operations for Fiscal 2006 increased 12.6% to $10.4 million from $9.2 million for
Fiscal 2005, primarily due to increased net sales and increased gross margin as a percentage of net sales, reflecting a
healthier preduct mix, resulting in reduced promotional selling and improvements in scurcing.

LICENSED BRANDS

FISCAL YEAR ENDED PERCENT
DOLLARS IN THOUSANDS 2006 2005 CHANGE
Net sales $ 58730 $ 63,508 {7.5)%
Earnings from operations $ 4167 $ 6075 (31.4)%
Operating margin 7.1% 9.6%

Licensed Brands' net sales, primarily consisting of sales of Dockers® branded footwear sold under a license from Levi Strauss
& Co., decreased 7.5% to $58.7 million for Fiscal 2006 from $63.5 million for Fiscal 2005, Unit sales for Dockers Footwear
decreased 11% for Fiscal 2006 while the average price per pair of shoes increased 3% for the same pericd. The sales
decrease reflected some product quality issues, a change in merchandising strategy of a key customer and other customers
pursuing private label initiatives at the expense of branded preduct offerings.

Licensed Brands’ earnings from operations for Fiscal 2006 decreased 31.4% from $6.1 miltion for Fiscal 2005 to $4.2 million,
primarily due to decreased net sales, decreased gross margin as a percentage of net sales, reflecting changes in product
mix, and to increased expenses as a percentage of net sales.
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CORPORATE, INTEREST EXPENSES AND OTHER CHARGES

Corporate and other expenses for Fiscal 2006 were $26.1 million compared to $24.8 million for Fiscal 2005. Corporate and other
expenses for Fiscal 2006 included 3$2.3 million of restructuring and other charges, primarity for settlement of a previously
announced class action lawsuit, retail store asset impairments and lease terminations of 13 Jarman stores. Corporate and othar
expenses for Fiscal 2005 included $1.2 million of restructuring and other charges, primarily for lease terminations of 20 Jarman
stores and retail store asset impairments offset by the gain on the curtaiment of the Company's defined pension benefit plan.
In addition to the listed itemns in both periods, the increase in corporate expenses for Fiscal 2006 is attributable primarily to
increased bonus accruals and restricted stock expense.

Interest expense increased 1% from $11.4 million in Fiscal 2005 to $11.5 million in Fiscal 2006, primarity due to the increase in
bank activity fees as a result of new stores added from the acquisition of Hat World and new stores opened during the year,
offset by decreased revolver borrowings in Fiscal 2006 versus Fiscal 2005. Borrowings under the Company's revolving credit
facility averaged less than $0.1 million {or Fiscal 2006. Borrowings under the Company’s revolving credit facility averaged $5.2
million for Fiscal 2005.

Interest income increased 173.7% from $0.4 millicn in Fiscal 2005 to $1.1 million in Fiscal 2006, due to the increase in average
short-term investments and increased interest rates.

Liquidity and Capital Resources

The following tabile sets forth certain financial data at the dates indicated.

FEB. 3, JAN. 28, JAN. 29,
DOLLARS IN MILLIONS 2007 2006 2005
Cash and cash equivalents $ 167 & 605 $ 601
Working capital $ 2003 $ 1850 $ 1762
Long-term debt $ 1093 $ 1063 $ 1613

WORKING CAPITAL

The Company’s business is somewhat seasonal, with the Company's investment in inventory and accounts receivable
normally reaching peaks in the spring and fall of each year. Historically, cash fiow from operations has been generated
principally in the fourth quarter of each fiscal year.

Cash provided by operating activities was $70.6 million in Fiscal 2007 compared to $105.0 million in Fiscal 2006. The $34.4
million decrease in cash flow from operating activities {rom last year reftects primarily a decrease in cash flow from changes
in other accrued liabilities of $29.3 million and a decrease in cash flow from changes in accounts payable of $17.8 million
offset by an increase in cash flow from an increase in net earnings of $5.0 million. The $29.3 million decrease in cash flow
from other accrued liabilities was due to an $18.5 million increase in income taxes paid and increased bonus payments
combined with lower bonus accruals. The $17.8 million decrease in cash flow from accounts payable was dug {6 changes in
buying patterns and payment terms negotiated with individual vendors.

The $28.4 million increase in inventories at February 3, 2007 from January 28, 2006 levels reflects inventory purchased o
support the net increase of 236 stores in Fiscal 2007 which included 49 Hat Shack stores acquired in January 2007,

Accounts receivable at February 3, 2007 increased $3.1 million compared to January 28, 2006 due primarily to increased
wholesale sales.

Cash provided by operating activities was $105.0 million in Fiscal 2006 compared to $99.8 million in Fiscal 2005. The $5.2
million increase in cash flow from operating activities reflects primarily an increase in cash flow from changes in accounts
payable of $15.6 million and an increase in net earnings of $14.4 million, offset by a decrease in cash flow from changes in
inventory of $18.3 million and a decrease in cash flow from changes in other accrued liabilities of $4.0 million. The $15.6 million
increase in cash {low from accounts payable was due to changes in buying patterns and inventory growth. The $18.3 million
decrease in cash low from inventory was due to growth in Journgy's and Hat World's inventory to support the growth in those
businesses as well as the decision to carry more inventory per store in Hat World. The $4.0 million decrease in cash flow from
other accrued liabilities was due to increased bonus payments in Fiscal 2006.
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The $23.5 million increase in inveniories at January 28, 2006 from January 29, 2005 levels reflects inventory purchased to
support the net increase of 155 stores in Fiscal 2006 and the decision to carry more inventory per storg in Hat World.

Accounts receivable at January 28, 2006 increased $3.3 million compared to January 28, 2005 primarity due io increased
tenant allowance receivables.

Cash provided (or used) due to changes in accounts payable and accrued liabilities are as fotlows:

FISCAL YEAR ENDED

IN THOUSANDS 2007 2006 2005
Accounis payable $ (9.088) § B744 § (6902
Accrued liabilities {11,962) 17,357 21,341

$ (21,0300 § 26,101 $ 14,439

The fluctuations in cash provided due to changes in accounts payable for Fiscal 2007 from Fiscal 2006 are due to changes
in buying patterns and payment terms negotiated with individual vendors and for Fiscal 2006 from Fiscal 2005 are due 1o
changes in buying patterns and payment terms negotiated with individual vendors and the impact of the Hat World acquisition.
The change in cash provided due to changes in accrued liabilities for Fiscal 2007 from Fiscal 2006 was due primarily 1o
increased tax payments and increased bonus payments combined with lower bonus accruals and the change in accrued
liabilities for Fiscal 2006 from Figcal 2005 was due primarily to increased bonus payments.

Revolving credit borrowings averaged $16.8 million during Fiscal 2007 and there was an average of less than $0.1 million
outstanding during Fiscal 2006, as cash generated from operations and cash on hand funded most of the seasonal working
capital requiremenis and capital expenditures for Fiscal 2007. The Company acquired Hat Shack in January 2007 for $16.6
million and paid $1.6 million of the $2.2 million debt assumed in the acquisition which contributed to the negalive cash flow
and revolver borrowings at the end of Fiscal 2007. On December 1, 2006, the Company entered into an Amended and
Restated Credit Agreement (the "Credit Facility™) by and among the Company, certain subsidiaries of the Company party
thereto, as other bosrowers, the lenders party thereto and Bank of America, N.A., as administrative agent. The Credit Facility
replaced the Company's $105.0 million revolving credit facility. The Credit Facility is a revalving credit facility in the aggregate
principal amount of $200.0 million, with a $20.0 million swingline loan sublimit and a $70.0 million sublimit for the issuance of
standby letters of credit, and has a five-year term.

CONTRACTUAL OBLIGATIONS

The iollowing tables set forth aggregate contractual obligations and commitments as of February 3, 2007.

PAYMENTS DUE BY PERIOD

LESS THAN 1-3 35 MORE THAN
IN THOUSANDS TOTAL 1 YEAR YEARS YEARS 5 YEARS
Long-term dabt $ 109250 % 0 3 -0- § 23000 § 86250
Interesi on long-term debt(1} 58,707 3,558 71186 7,116 40,917
Capital lease abligations 617 196 320 84 17
Operating lease obiigations 1,034,928 147 167 282,655 234,048 371,058
Purchase obligations(2) 163,206 163,206 -0- -0- -0-
Other long-term liabilities 1,554 -0- 401 388 765
Totat contractual obligations $1368.262  § 314127  §£290492 § 264636  $ 499007

COMMERCIAL COMMITMENTS

AMOUNT OF COMMITMENT EXPIRATION PER PERICD

TOTAL AMOUNTS LESS THAN 1-3 35 MORE THAN
IN THOUSANDS COMMITTED 1 YEAR YEARS YEARS 5 YEARS
Letters of credit $ 11,466 $ 11,468 3 0- 3 0- 8 -0-
Total comrmercial cormmitments $ 11,468 $ 11,466 3 0- % 0- 0% -0-

(1)Includes interest to maturity on the $86.3 millign 4 1/8% subordinated convertible debentures due June 2023. Excludes interest or revolver
borrowings since the line of credit is subject le almost daily repayment or borrowing activity and as such does not seadily lend itsell to campuling
anticipated interest expense.

{2)0pen purchase orders for inventory.

k1]
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New Accounting Principles

In March 2008, the Emerging Issues Task Force ("EITF") reached a consensus on EITF Issue No. 06-3, "How Taxes Collected
from Customers and Remitted to Governmental Authorities Should Be Presented in the Income Statement (that is, gross
versus net presentation),” (“EITF No. 06-3") which allows companies to adopt a policy of presenting taxes in the income
statement on either a gross or net basis. Taxes within the scope of EITF No. 06-3 would include taxes that are imposed on a
revenue transaction between a seller and a customer, for example, sales taxes, use laxes, value-added taxes and some types
of excise taxes. EITF No. 06-3 is effective for interim and annual reporting periods beginning after December 15, 2006. EITF
No. 06-3 will not impact the method for recording and reporting these sales taxes in the Company's Consolidated Financial
Staternents as the Company's policy is to exclude all such taxes from revenue.

In June 2006, the Financial Accounting Standards Board ("FASB"} issued FASB Interpretation No. 48, ‘Accounting for
Uncertainty in Income Taxes - an interpretation of SFAS No. 109" ("FIN 48"). This interpretation clarifies the accounting for
uncertainty in income taxes recognized in the financial statements in accordance with SFAS No. 109, “Accounting for Income
Taxes.” This Interpretation prescrices that a company should use a mare-likely-than-not recognition threshold based on the
technical merits of the tax position taken. Tax positions that meet the more-likely-than-not recegnition threshold should be
measured in order to determine the tax benefit o be recognized in the financial statements. FIN 48 is effective in fiscal years
beginning after December 15, 2006. The Company is currently evaluating the impact that the adoption of FIN 48 will have on
its results of operations and financial position.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” ("SFAS No. 157"). SFAS No. 157 defines fair
value, establishes a framework for measuring fair value in accordance with generally accepted accounting principles and
expands disclosures about fair value measurernents. SFAS No. 157 is effective for fiscal years beginning after November 15,
2007 (fiscal year 2009 for the Company), and interim periods within those fiscal years. The Company is currently evaluating
the impact that the adoption of SFAS No. 157 will have, if any, on its results of operations and financial posftion.

in February 2007, the FASB issued SFAS No. 158, “The Fair Value Option for Financial Assets and Financial Liabilities,
including an amendment of FASB Statement No. 115" (“SFAS No. 159"). SFAS No. 159 allows companies to measure many
financial instruments and certain other items at fair valug that are not currently required to be measured at fair value. SFAS
No. 159 is effective for fiscal years beginning after November 15, 2007 (fiscaf year 2009 for the Company). The Campany
is currently evaluating the impact that the adoption of SFAS No. 159 will have, if any, on its results of operations and
financial position.

Inflation
The Company does not believe inflation has had a material impact on sales or operating resulis during periods covered in
this discussion.
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The $23.5 million increase in inventories at January 28, 2006 from January 29, 2005 levels reflects inveniory purchased 1o
support the net increase of 155 stores in Fiscal 2006 and the decision to carry more inventory per store in Hat World.

Accounts receivable at January 28, 2006 increased $3.3 million compared {o January 29, 2005 primarily due to increased
tenant allowance receivables.

Cash provided (or used) due to changes in accounts payable and accrued liabilities are as follows:
FISCAL YEAR ENDED

IN THOUSANDS 2007 2006 2005
Accounts payable $ (9068) % 8744 $ (6902
Accrued liabilities (11,962) 17,357 21,341

$(21,030) 3§ 26,101 § 14430

The fluctuations in cash provided due to changes in accounts payable for Fiscal 2007 from Fiscal 2006 are due io changes
in buying patterns and payment terms negotiated with individual vendors and for Fiscal 2006 from Fiscal 2005 are due to
changes in buying patterns and payment terms negotiated with individual vendors and the impact of the Hat World acquisition.
The change in cash provided due 1o changes in acerued liabilities for Fiscal 2007 from Fiscal 2006 was due primarily to
increased tax payments and increased bonus payments combined with lower bonus accruals and the change in accrued
liabilities for Fiscal 2006 from Fiscal 2005 was due primarily to increased bonus payments.

Revolving credit borrowings averaged $16.8 million during Fiscal 2007 and there was an average of less than $0.1 million
outstanding during Fiscal 2006, as cash generated from operations and cash on hand funded most of the seasonal working
capital requirements and capital expenditures for Fiscal 2007. The Company acquired Hat Shack in January 2007 far $16.6
million and paid $1.6 million of the $2.2 million debt assumed in the acquisition which contributed to the negative cash flow
and revolver borrowings at the end of Fiscal 2007. On December 1, 2006, the Company entered into an Amended and
Restated Credit Agreement (the “Credit Facility”) by and among the Company, centain subsidiaries of the Company party
thereto, as other borrowers, the lenders party thereto and Bank of America, N.A., as administrative agent. The Credit Facility
replaced the Company's $105.0 million revolving credit facility. The Credit Facility is a revolving credit facility in the aggregate
principal amount of $200.0 million, with a $20.0 million swingline loan sublimit and a $70.0 million subtimit for the issuance of
standby letters of credit, and has a five-year term.

CONTRACTUAL OBLIGATIONS

The following tables set forth aggregale contractual obligations and commitments as of February 3, 2007.
PAYMENTS DUE @Y PERIOD

LESS THAN 1-3 s MORE THAN
IN THOUSANDS TOTAL 1 YEAR YEARS YEARS 5 YEARS
Long-term debt $ 109,250 $ -0- % -0-  $ 23,000 & 86,250
Interest on long-term debt(1) 58,707 3,558 7116 71186 40N7
Capital lease obligations 617 196 320 84 17
Operating lease obligations 1,034,928 147,167 282,655 234,048 371,058
Purchase obligations(2) 163,206 163,206 -0- -0- -0-
Other long-term liabilities 1,554 -0- 401 388 765
Total contractual cbligations $1,368262  $ 314127  $ 200492  §$ 264636  $ 499,007

COMMERCIAL COMMITMENTS

AMOUNT QF COMMITMENT EXPIRATION PER PERIOD

TOTAL AMOUNTS LESS THAN 1-3 35 MORE THAN
IN THOUSANDS COMMITTED 1 YEAR YEARS YEARS 5 YEARS
Letters of credit $ 11,466 $ 11,466 $ 0 3 0% -0-
Total commercial commitments $ 11,466 $ 11,466 $ O 8 0O % -0-

(1)Includes interest to maturity on the $86.3 milkion 4 1/8% suboidinated convertible debentures due June 2023. Excludes interest on revolver
borrowings since the line of credit is subject 1o almost daily repayment or borrowing activity and as such does not readily lend itself to computing
anticipated interest expense.

(2)Open purchase orders for inventory,

N
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CAPITAL EXPENDITURES

Capital expenditures were $73.3 million, $56.9 million and $39.5 million for Fiscal 2007, 2006 and 2005, respectively. The $16.4
million increase in Fiscal 2007 capital expenditures as compared 1o Fiscal 2006 resulted primarily irom the increase in retail
store capital expenditures due to 224 new store openings in Fiscal 2007. The $17.4 million increase in Fiscal 2006 capital
expenditures as compared to Fiscal 2005 resulted primarily from the increase in retail store capital expenditures due to 193
new store openings in Fiscal 2006.

Total capital expenditures in Fiscal 2008 are expected to be approximately $89.1 million. These include expected retail capital
expenditures of $80.3 million fo open approximately 50-60 Journeys stores, 40 Journeys Kidz stores, 38 Shi by Journeys
stores, ten Johnsion & Murphy stores and factory stores, eight Underground Station stores, and 105 Hat World stores
including 15 Lids Kids and to complete 142 major store renovations, including two conversions of Jarman stores to
Underground Station stores. The planned amount of capital expenditures in Fiscal 2008 for wholesale operations and other
purposes are expected to be approximately $8.8 million, including approximately $3.2 million for new systems to improve
customer service and support the Company’s growih.

FUTURE CAPITAL NEEDS

The Company expects that cash on hand and cash provided by operations wilt be sufficient to fund all of its planned capital
expenditures through Fiscal 2008, although the Company plans to borrow under its revolving credit facility from time to time
to support seasonal working capital requirements. The approximaiely $4.5 million of costs associated with discontinued
operations thal are expected to be incurred during the next twelve months are also expected to be funded from cash on hand
and borrowings under the revolving credit facility.

In a series of authorizations from Fiscal 1999-2003, the Company's board of directors authorized the repurchase of up 16 7.5
million shares. in June 2006, the board authorized an additional $20.0 million in stock repurchases. In August 2008, the board
authorized an additional $30.0 million in stock repurchases. The Company repurchased 1,062,400 shares at a cost of $32.1
million during Fiscal 2007. In total, the Company has repurchased 8.2 million shares at a cost of $103.4 million from ail
authaorizations as of February 3, 2007.

There were $11.5 million of letters of credit outstanding and $23.0 million revolver borrowings outstanding under the new
Credit Facility at February 3, 2007, The gross availability under the Credit Facility was $182.3 million leaving net availability
under the Credit Facility of $147.8 million. The Company is not required to comply with any financial covenants unless
Adjusted Excess Availability {as defined in the Amended and Restaled Credil Agreement) is less than 10% of the total
commitments under the Credit Facility {currently $20.0 miltion). If and during such time as Adjusted Excess Availability is less
than such amount, the Credit Facility requires the Company to meet a minimum fixed charge coverage ratio {EBITDA less
capital expenditures less cash taxes divided by cash interest expense and scheduled payments of principal indebtedness) of
1.00 to 1.00. Because adjusted excass availability exceeded $20.0 million, the Company was not required ioc comply with this
financial covenant at February 3, 2007. See Note 6 to the Consolidated Financial Statements.

The Company's Credit Facility prohibits the payment of dividends and other restricted payments unless after such dividend
or restricted payment availability under the Credit Facility exceeds $50.0 million or if availability is between $30.0 million and
$50.0 million, the fixed charge coverage must be greater than 1.0 to 1.0. The aggregate of annual dividend requirements on
the Company's Subordinated Serial Preferred Stock, $2.30 Series 1, $4.75 Series 3 and $4.75 Series 4, and on its $1.50
Subordinated Cumulative Preferred Stock is $256,000.

On December 1, 2006, the Company entered into the Amended and Restated Credilt Agreement. The Credit Facility replaced
the Company’s $105.0 million revolving credit facility.

The Credit Facility is a revolving credit facility in the aggregate principal amount of $200.0 million, with a $20.0 million swingline
loan sublimit and a $70.0 million sublimit for the issuance of standby letters of credit, and has a five-year term. Any swingline
loans and letters of credit will reduce the availability under the Credit Facility on a dollar-for-dolar basis. In addition, the
Company has an option to increase the availability under the Credit Facility by up to $100.0 million (in increments no less than
$25.0 million) subject to, among other things, the receipt of commitments for the increased amount. The aggregate amount
of the loans made and letters of credit issued under the Credit Facility may ai no time exceed the lesser of the facility amount
(3200 million or, if increased at the Company's option, up to $300 million) or the “Borrowing Base,” which generally is based
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on 85% of eligible inventory plus 85% of eligible accounts receivable less applicable reserves. For additional information on
the Company’s Credit Facility, see Nota & to the Consolidated Financial Statements.

Environmental and Gther Contingencies

The Company is subject to certain loss contingencies related {o environmental proceedings and other tegal matters, including
those disclosed in Note 13 to the Company's Consolidated Financial Statements. The Company has made accruals for certain
of these contingencies, including approximately $1.1 million reflected in Fiscal 2007, $0.8 million reflected in Fiscal 2006 and
$0.9 million reflected in Fiscal 2005. The Company monitors these matters on an ongoing basis and, on a quarterly basis,
management reviews the Company’s reserves and accruals in relation to each of them, adjusting provisions as management
deems necessary in view of changes in available information. Changes in estimates of liability are reported in the periods whan
they oceur. Consequently, management believes that its reserve in relation to each proceeding is a reasonable estimate of the
probable loss connected to the proceeding, or in cases in which ng reasonable estimate is possible, the minimum amount in
the range of estimated losses, based upon its anafysis of the facts and circumstances as of the close of the most recent fiscal
quarter. However, because of uncertainties and risks inherent in litigation generally and in environmenial proceedings in
particutar, there can be no assurance that future developments will not require additional reserves to be set aside, that some
or all reserves may not be adequate or that the amounts of any such additional reserves or any such inadequacy will not have
a maierial adverse effect upon the Company’s financial condition or results of operations.

Financial Market Risk

The following discusses the Company's exposure 10 financial market risk related to changes in interest rates and foreign
currency exchange rates.

Qutstanding Debt of the Company - The Company's outstanding long-term debt of $86.3 million 4'/a% Convertible
Subordinated Debentures due June 15, 2023 bears interest at a fixed rate. Accordingly, there would be no immediate impact
on the Company's interest expense due to fluctuations in market interest rates.

Cash and Cash Equivalents - The Company's cash and cash equivalent balances are invested in financial instruments with
original maturities of three months or less. The Company did not have significant exposure to changing interest rates on
invested cash at February 3, 2007. As a result, the Company considers the inlerest rate market risk implicit in these
investments at February 3, 2007 to be low.

Foreign Currency Exchange Rate Risk — Most purchases by the Company from foreign sources are denominated in U.S.
dollars. To the extent that import transactions are dencminated in other currencies, it is the Company's practice 1o hedge its
risks through the purchase of forward foreign exchange contracts. At February 3, 2007, the Company had $8.¢ million of
forward foreign exchange contracts for Euro. The Company's policy is not to speculate in derivative instruments for profit on
the exchange rate price fluctuation and it does not hold any derivative instruments for trading purposes. Derivative instruments
used as hedges must be effective at reducing the risk associated with the exposure being hedged and must be designated
as a hedge at the inception of the contract. The unrealized loss on contracts outstanding at February 3, 2007 was $4,000
based on current spot rates. As of February 3, 2007, a 10% adverse change in foreign currency exchange rates from market
rates would decrease the fair value of the contracts by approximately $0.8 million.

Accounts Recefvable — The Company's accounts receivable balance at February 3, 2007 is concentrated in its two wholesale
businesses, which sell primarily fo department stores and independent retailers across the United States. One customer
accounted for 19% of the Company’s trade accounis receivable balance and angther customer accounted for 10% as of
February 3, 2007. The Company moenitors the credit quality of its customers and establishes an allowance for doubtful
accounts based upon factors surrounding credit rigk, historical trends and other information; however, credit risk is affected
by conditions or occurrences within the economy and the retail industry, as well as company-specific information.

Summary - Based on the Company's overall market interest rate and foreign currency rate exposure at February 3, 2007, the
Company believes that the effect, if any, of reasanably possible near-term changes in interest rates or foreign currency
exchange rates on the Company's consolidated financial position, results of operations or cash flows for Fiscal 2008 would
not be material,
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New Accounting Principles

In March 2006, the Emerging Issues Task Force ("EITF") reached a consensus on EITF Issue No. 06-3, “How Taxes Collected
from Customers and Remitted to Governmenial Authorities Should Be Presented in the Income Statement (that is, gross
versus net presentation),” (“EITF No. 06-3") which allows companies to adopt a policy of presenting taxas in the income
staternent on either a gross or net basis. Taxes within the scope of EITF No. 06-3 would include taxes that are imposed on a
revenue transaction between a seller and a customer, for example, sales taxes, use taxes, value-added taxes and some types
of excise taxes. EITF No. 06-3 is effective for intesim and annual reporting periods beginning after December 15, 2008. EITF
No. 06-3 will not impact the method for recording and reporting these sales taxes in the Company's Consolidated Financial
Statements as the Company's policy is to exclude all such taxes from revenue.

In June 2006, the Financial Accounting Standards Board (“FASB") issued FASB Interpretation No. 48, “Accounting for
Uncertainty in Income Taxes - an interpretation of SFAS No. 108" {"FIN 48"). This Interpretation clarifies the accounting for
uncertainty in income taxes recognized in the financial statements in accordance with SFAS No. 108, “Accounting for Income
Taxes.” This Interpretation prescribes that a company should use a more-likely-than-not recognition threshold based on the
technical merits of the tax position taken. Tax positions that meet the more-likely-than-not recognition thresheld should be
measured in order to determine the tax benefit to be recognized in the financial statements. FIN 48 is effective in fiscal years
beginning after December 15, 2006. The Company is currently evaluating the impact that the adoption of FIN 48 will have on
its results of cperations and financial position.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (*SFAS No. 157"), SFAS No. 157 defines fair
value, establishes a framework for measuring fair value in accordance with generally accepted accounting principles and
expands disclosures about fair value measurements. SFAS No. 157 is effective for fiscal years beginning after November 15,
2007 (fiscal year 2009 for the Company), and interim periods within those fiscal years, The Company is currently evaluating
the impact that the adoption of SFAS No. 157 will have, if any, on its results of operations and financial position.

In February 2007, the FASB issued SFAS No. 158, "The Fair Value Option for Financial Assets and Financial Liabilities,
including an amendment of FASB Statement No. 115" {"SFAS No. 159"). SFAS No. 159 allows companies to measure many
financial instruments and certain other items at fair value that are not currently required to be measured at fair value. SFAS
No. 159 is effective for fiscal years beginning after November 15, 2007 (fiscal year 2009 for the Cornpany). The Company
is currently evaluating the impact that the adoption of SFAS No. 159 will have, if any, on its results of operations and
financial position.

Inflation

The Company does not helieve inflation has had a matertal impact on sales or operating results during periods covered in
this discussion.
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GENESCO INC. AND SUBSIDIARIES

FINANCIAL SUMMARY

IN THOUSANDS EXCEPT PER COMMON SHARE DATA, FISCAL YEAR END
FINANCIAL STATISTICS AND OTHER DATA 2007 2006 2005 2004 2002
RESULTS OF CPERATIONS DATA
Net sales $1,460,478 $1,283,876 $1,112,681 $ B37.379 $ 828,307
Depreciation 40,306 34,622 31,266 24,607 21,788
Earnings from operations 121,045 112,827 88,064 51,649 66,279
Earnings before income taxes

from continuing operations 111,118 102,470 77,102 44,360 58,409
Earnings from continuing operations 68,247 62,626 48,460 29,025 36,182
(Provision for) earnings from

discontinued operations, net (801) 60 211) (888) (165}
Net earnings $ 67,646 § 62,686 $ 48249 $ 28137 $ 36,027

PER COMMON SHARE DATA
Earnings from continuing operations

Basic $ 3.00 $ 273 3 2.19 3 1.32 3 1.85

Diluted 2.61 238 1.92 1.24 1.46
Discontinued operations

Basic (.02} 01 (.01 {.04) {01)

Diluted (.02} .00 {.01) (.04} .00
Net earnings

Basic 2.98 2.74 2.18 1.28 1.64

Diluted 2.59 2.38 1.1 1.20 1.46
BALANCE SHEET DATA
Total assets $ 729,373 $ 686,118 $ 635,571 $ 448,313 § 437,856
Long-term debt 108,250 106,250 161,250 86,250 103,245
Non-redeemable preferred stock 6,602 6,695 7474 7,580 7.599
Comman shareholders' equity 398,624 342,056 264,591 204,665 172,420
Capital expenditures 73,287 56,946 35,480 22,540 40,332

FINANCIAL STATISTICS
Earmings from operations

as a percent of net sales 8.3% B.8% 7.9% 6.2% 8.0%
Bogk value per share (common

shareholders' equily divided by

common shares cutstanding) $§ 1753 $ 1am 3 179 $ 9.42 $ 7.93
Working capital $ 200,330 $ 184,986 % 176,245 $ 197,569 $ 183,652
Current ratio 25 22 24 34 33
Percent long-term debt

to total capitalization 21.2% 23.4% 37.2% 28.9% 36.4%
OTHER DATA {END OF YEAR)

Number of retail outlets* 2,008 1,773 1,818 1,046 991
Number of employees** 12,750 11,100 9,600 6,200 5,700

" Includes 49 Hat Shack stores acquired January 11, 2007, 486 Hat World stores in Fiscal 2005 acquired April 1, 2004 and 17 Cap Connection
stores acquired July i, 2004. See Note 2 to the Consolidated Financial Statements.

“* Includes the addition of over 2,800 Hat World employees in Fiscal 2005 due to the acquisition.

Reflected in earnings frem continuing operations for Fiscal 2007, 2006, 2005, 2004 and 2003 were restructuring and other charges of $1.1
million, $2.3 million, $1.2 millien, $1.9 million and $2.8 million, respectively. See Note 3 to the Consolidated Financial Statements for
additionat information regarding these charges.

Reflected in eamings from continuing operations for Fiscal 2005 was a favorable tax setilement of $0.5 million and for Fiscal 2005 and Fiscal
2004 were tax benefits of $0.2 million and $1.1 million, respectively, resulting from the reversal of previously accrued income taxes. See Note
9 to the Consolidatec Financial Statements for additional information regarding these charges.

Long-term debt includes curent obligations. tn December 2006, the Company entered into an amended and restated credit agreement in the
aggregate principal amount of $200.0 million. In April 2604, the Comgany entered into a credit facility totaling $175.0 million, Ingluded in the
facility was a $100.0 million term loan used to fund a portion of the Hat World acquisitien. In June 2003, the Company issued $86.3 million of
4 1/8% converiible subordinated debentures due 2023. The Company used the proceeds plus additional cash to pay off $103.2 million of its 5
1/2% convertible subordinated notes which resulted in a $2.6 miltion loss on the early retirement of debt reffected in earnings from continuing
operations for Fiscal 2004. See Nole 6 to the Consolidated Financial Statements for additional information regarding the Company’s dabt.

The Campany has not paid dividends on its Common Stock since 1973. See Notes 6 and 8 to the Consolidated Financial Statements for a
description of limitatigns ¢n the Company's ability to pay dividends.



GENESCQ INC. AND SUBSIDIARIES

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The consolidated financial statements presented in this repor are the responsibility of management and have been prepared
in conformity with U.S. generally accepted accounting principles. Some of the amounts included in the financial information
are necessarily based on the estimates and judgments of management, which are based upan currently available information
and management’s view of current conditions and circumstances.

An independent registered public accounting firm audits the Company's consolidated financial statemenis and
management’s assessment of and the effectiveness of internal control over financial reporting in accordance with the

The audit cermmittee of the board of directors, composed entirely of directors who are not employees of the Company, meets
regularly with management, internal audit and the independent registered public accounting firm to review accounting, conirol,
auditing and financial reporting matters. Internal audit and the independent auditors have full and free access o the audit

standards established by the Public Company Accounting Oversight Board.
committee and meet {with and without management present) to discuss appropriate matters,
|

James S. Guimi Paul D. Williams
i SENIOR VICE PRESIDENT- FINANCE VICE PRESLDENT AMD
| AND CHIEF FINANCIAL QFFICER CHIEF ACCOUNTING OFFICER
|
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GENESCO INC. AND SUBSIDIARIES

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

THE BOARD OF DIRECTORS AND SHAREHOLDERS S ERNST & YOUNG

GENESCO INC.

We have audited the accompanying consolidated balance sheets of Genesce Inc. and Subsidiaries (the “Company”) as of
February 3, 2007 and January 28, 2006, and the related consclidaled statements of earnings, shareholders’ equity and cash
flows for each of the three fiscal years in the pericd ended February 3, 2007. These financial statements are the responsibility
of the Company's management. Qur responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States}. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstaternent. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overal! financial staterent presentation. We believe that
our audits provide a reasonable basis tor our opinion.

In our epinion, the financial statements referred 1o above present fairly, in all material respects, the consolidated financial
position of Genesco Inc. and Subsidiaries at February 3, 2007 and January 28, 2006, and the consolidated results of its
operations and its cash flows far each of the three fiscal years in the period ended February 3, 2007, in conformity with U.S.
generally accepted accounting principles.

As discussed in Notes 1, 10 and 12 1o the consolidated financial statements, the Company changed its methad of accounting
for shared-based payments and its method of accounting for defined benefit pension and other postretiremant benefit plans.

We also have audited, in accordance with the standards of the Public Company Accounting Gversight Board (United States),
the effectiveness of the Company’s internal control over financial reporting as of February 3, 2007, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated March 30, 2007 expressed an unqualified opinion thereon.

St ¥ LLP

Nashville, Tennessee

March 30, 2007
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GENESCO INC. AND SUBSIDIARIES

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of the Company is responsible for establishing and maintaining effective internal control over financial reporting
as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934, The Company’s internal control over financial reparting
is a process designed to provide reasonable assurance regarding the refiability of financial reperting and the preparation of
financial statements for external purposes in accardance with generally accepted accounting principles.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore,
even those systems determined to be effective can provide only reasonable assurance with respect to financial statement
preparation and presentation.

Management assessed the effectiveness of the Company's internal control aver financial reporting as of February 3 2007, In
making this assessment, management used the criteria set forth in Internal Contro! — Integrated Framework drafted by the
Commiittee of Sponsoring Organizations of the Treadway Commission (COSQ). Based on this assessment, management
believes that, as of February 3, 2007, the Company's internal control over financial reporting is effective based on these criteria.

Management's agsessment of the effectiveness of internal control over financial reporting as of February 3, 2007, has been
audited by Emst & Young LLP the independent registered public accounting firm who also audited the Company's

. Consolidated Financial Statements. Ernst & Young's attestation report on management's assessment of the Company’s
internal control over financial reporting appears on page 39 hereof,

Dated: March 30, 2007

/s e . St

Hal N, Pennington James 8. Gulmi

CHAIRMAN AND CHIEF EXECUTIVE QFFICER SENICR YICE PRESIDENT- FINANCE
AND CHIEF FINANCIAL OFFICER
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REPQORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL OVER FINANCIAL REPORTING

GENESCOQ INC. AND SUBSIDIARIES

THE BOARD OF DIRECTORS AND SHAREHOLDERS EIERNST&YOUNC

GENESCO INC.

We have audited management's assessment, included in the accompanying Management's Report on Internal Control Over
Financial Reporting, that Genesco Inc. maintained effective internal control over financial reporting as of February 3, 2007,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSQ criteria). Genesco Inc.’s management is responsible for maintaining
eftective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial
reparting. Our responsibility is to express an opinion on management's assessment and an apinion on the effectiveness of
the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, evaluating management's assessment, testing and evaluating the design and
operating effectiveness of internal control, and perdorming such other procedures as we considered necessary in the
circumstances. We believe that our audit pravides a reasonable basis for our gpinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial staterments for external purposes in accordance with generally
accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonabtle detail, accurately and fairly reflect the transactions and
dispositions of the asseis of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparaticn of financial statements in accordance with generalty accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal conirol over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our cpinion, management's assessment that Genesco Inc. maintained effective internal control over financial reporting as
of February 3, 2007, is fairty stated, in all material respects, based on the COSO criteria. Also, in our opinion, Genesco Inc.
maintained, in alt material respects, effective internal control over financial reporting as of February 3, 2007, based on the
COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consclidated batance sheets of Genesco Inc. as of February 3, 2007 and January 28, 2006, and the related consolidated
statements of eamnings, shareholders’ equity, and cash flows for each of the three years in the period ended February 3, 2007
and our report dated March 30, 2007 expressed an ungualified opinion thereon.

é/wat 4 LLP

NASHVILLE, TENNESSEE
MARCH 30, 2007

39




GENESCO INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

AS OF FISCAL YEAR END

IN THOUSANDS, EXCEPT SHARE AMOUNTS 2007 2006
ASSETS
Current Assets
Cash and cash equivalents $ 16,739 $ 60451
Accounts receivable, net of allowances of $1,810 at February 3, 2007

and $1,439 at January 28, 2006 24,084 21,171
Inventories 261,037 230,648
Deferred incoma taxes 12,940 8,649
Prepaids and other current assets 20,266 20,269
Total current assets 335,086 341,188
Property and equipment;

Land 4,861 4,972

Buildings and building equipment 17,445 14,723

Computer hardware, software and equipment 72,404 80,289

Furniture and fixtures 82,542 67,036

Construction in progress 12,005 11,728

Improvements to leased property 222,493 187,083

Property and equipment, at cost 411,750 345,831

Accumulated depreciation (189,416} (157,784)

Property and equipment, net 222,334 188,047
Goodwill 107,651 96,235
Trademarks 51,361 47,671
Other intangibles, net of accumutated amortization of

$6,096 at February 3, 2007 and $4,302 at January 28, 2006 2,816 4,284
Other noncurrent assets 10,145 8,693
Total Assets $ 729,373 $ 686,118
LIABILITIES AND SHAREHOLDERS® EGUITY
Current Liabilities
Accounts payable $ 65,083 $ 73929
Accrued employee compensation 21,954 26,047
Accrued other taxes 9,829 12,129
Accrued income taxes 7,845 12,886
Other accrued liabilities 25,570 27178
Provision for discontinued operations 4,455 4,033
Total current liabilities 134,736 156,202
Long-term debt 109,250 106,250
Pension liability 14,306 23,222
Deterred rent and other long-term liahilities 64,245 50,013
Provision for discontinued operations 1,610 1,680
Total liabilities 324,147 337,367
Commitments and contingent liabilities
Shareholders’ equity

Non-redeemable preferred stock 6,602 6,695

Comrmion shareholders' equity:

Common stock, $1 par value: Authorized: 80,000,000 shares
Issued/Quistanding: February 3, 2007 - 23,230,458/22,741,994
January 28, 2006 — 23,748,134/23,259,670 23,230 23,748

Additional paid-in capital 107,956 123,137

Retained earnings 306,622 239,232

Accumulated other comprehensive loss (21,327) {26.204)

Treasury shares, at cost (17,857) (17,857)
Total shareholders’ equity 405,226 348,751
Total liabilities and shareholders’ equity $ 729,373 % 686.118

The accompanying Notes are an integral part of these Consolicated Financial Statements.




GENESCO INC. AMD SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS

FISCAL YEAR
IN THOUSANDS, EXCEPT PER SHARE AMOUNTS 2007 2006 2005
Net sales $1,460,478 $1,283876  $1,112,681
Cost of sales 729,643 - 631,469 561,597
Selling and administrative expenses 608,685 537,327 461,799
Restructuring and other, net 1,105 2,253 1,221
Earnings from operations 121,045 112,827 88,064
Interest expense, net:

Interest expense 10,488 11,482 11,373

Interest income (561) (1,1259) (411)
Total interest expense, net 9,927 10,357 10,862
Earnings before income taxes from continuing cperations 111,118 102,470 77,102
Income tax expense 42,871 39,844 28,642
Eamings from continuing operations 68,247 62,626 48,460
{Provisicn for) eamings from discontinued operations, net (601) 60 (211)
Net Earnings $ 67,646 § 62686 $ 48249
Basic earnings (loss) per common share:

Continuing operaticns $ 300 3% 273 % 2.19

Discontinued operations $ (02) 3% .01 % (.o1)

Net eamings $ 2.98 L 274§ 218
Diluted earnings {loss) per common share:

Continuing cperations $ 2.61 $ 238 % 1.92
Discontinued operations $ (02) $ 00 % (0N
Net earnings $ 2.59 3 238 % 19

The accempanying Notes are an integral part of these Consolidated Financial Statements.
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GENESCO INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FISCAL YEAR
IN THOUSANDS 2007 2006 2005
Cash Flows trom Operaling Activities:
Net eamnings $ 67,646 $ 62,686 $ 48249
Tax benefit of stock options exercised i {2,405) 3,850 3,264
Adjustments to reconcile net earnings to net cash
provided by (used in) operating activities;
Depreciation 40,306 34,622 31,266
Deferred income taxes (6,129) {5,065} 6,061
Provision for losses on accounts receivable 274 29 3
Impairment of long-lived assets 1,921 376 1,017
Share-based compensation and restricted stock 7,413 a72 271
(Earnings from) provision for discontinued operations 988 (98) 339
Other 1,509 5,462 2,847
Effect on cash of changes in working capital and
other assets and liabilities net of acquisitions:
Accounts receivable (3,080) (3,294) (4,900)
Inventories (28,357) (23,452) (5,192)
Prepaids and other current assets 1,593 (2.220) (2,743)
Accounts payable (9,068) B, 744 (6,902}
Cther accrued liabilities (11,962) 17,357 21,341
Other assets and liabilities ) 9,917 5032 4,863
Net cash provided by operating activities 70,566 105,001 09,784
Cash Flows from Investing Activities:
Capital expenditures (73,287) (56,946) (39,480)
Acquisitions, net of cash acquired (16,569) -0- (167,676)
Proceeds from sale of property and equipment 6 21 12
Net cash used in investing aclivities {89,850) (56,925} (207,144)
Cash Flows from Financing Activities:
Payments of long-term debt {21,600) (55,000 {25,000)
Payments of capital leases (4) (358) (480)
Borrowings under revolving credit facility 262,000 1,000 117,000
Paymenis on revalving credit facility (239,000) (1,000 {117,000)
Long-term borrowings -0- -0- 100,000
Tax benefit of stock options exercised 2,405 -0- -0-
Shares repurchased (32,088) -0- -0-
Change in overdraft balances (1,477 (414) 5,544
Dividends paid on non-redeemable preferred stock (256) (273} (292)
Exercise of stock options and issue shares - employee
stock purchase plan 6,779 8,352 9,467
Financing costs paid {1,187} -0- (3,360)
Net cash {used in) provided by financing activities (24,428) (47,693) 85,879
Net {decrease) increase in cash and cash equivalents (43,712} 3a3 (21,481)
Cash and cash equivalents at beginning of year 60,451 60,068 81,549
Cash and cash equivalents at end of year $ 16,739 $ 60,451 $ 60,068
Supplemental Cash Flow Information:
Net cash paid for:
Interest $ 9,730 $ 10,368 $ 9854
Income taxes §1,053 32,510 23,796

The accompanying Notes are an integral pari of these Consalidated Financial Statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

GENESCO INC. AND SUBSIDIARIES

Accumulated
Other

Total Additianal Toral
Non-Redeemable Common Paid-In Retaned Comprehensive Treasury Comprehensve  Shareholders’
IN THOUSANDS Preferred Stock Stock Capilal Eamings Loss Stack Incoma Equity
BALANCE JANUARY 31, 2004 $7.580 $22212 396,612 $128.862 $(25164) $(17.857) § 212,245
Net earnings -0- -0- -0- 48,249 -0- -0- $482489 48,249
Dividends paid on non-redeemable
preferred stock -0- -0- -0- (292) -0- -0- -0- {292)
Exercise of options -0- 667 8,448 -0- -0- -0- -0- 9,115
Issue shares—employee stock
purchase plan -0- 25 327 -0- -0- -0- -0- 352
Tax benefit of stock
options exercised -0- -0- 3.264 -0- -0- -0- -0- 3,264
Loss on foreign currency
forward contracts
(net of tax benefit of $0.6 million) -0- -0- -0- -0- (905) -0- (905) {905)
(Gain on interest rate swaps
(net of tax of 30.1 million) -0- -0- -0- -0- 157 -0- 157 157
Foreign currency
transtation adjustment -0- -0- -0- -0- 101 -0- 101 1M
Minimum pension liability adjustment
(net of tax benefit of $0.6 million) -0 -0- -0- -0- (491) -0- (491) {491)
Other (106} 22 354 -0- -0- -G- -0- 270
Comprehensive income $47,111
BALANCE JANUARY 29, 2005 7474 22926 109,005 176,819  (26,302) (17.857) 272,065
Net earnings -0- -0- -0- 62,686 -0- -0- $62686 62,686
Dividends paid on non-redeemable
preferred stock -0- -0- -0- (273) -0- -0- -0- (273}
Exercise of options -0- 547 8,297 -0- -0- -0- -0- 8,844
Employee restricted stock -0- 229 400 -0- -0- -0- -0- 629
Issue shares—employee stock
purchase plan -0- 25 483 -0- -0- -0- -0- 508
Tax benefit of stock
options exercised -0- -0- 3,850 -0- -0- -0- -0- 3,850
Conversion of series 4
preferred stock (723) 11 712 -0- -0 -0- -0- -0
Loss on foreign cusrency
forward contracts
(net of 1ax benetit of $0.7 million) -0- -0- -0- -0- (1,047) -0- (1,047) (1,047)
Gain on interest rate swaps
(met of 1ax of $0.1 million) -0- -0- -0- -0- 61 -0- 61 61
Minimum pension liability adjustment
(net of tax benefit of $0.7 million) -0- -0- -0- -0- 1,084 -0- 1,084 1,084
Other (56) 10 390 -0- -0- -C- -0- 344
Comprehensive income $62,784
BALANCE JANUARY 28, 2006 6,605 23,748 123,137 239232 {26204) (17.857) 348,751
Net earnings -0- -0- -0- 67,646 -0- -0- $67,646 67,646
Dividends paid on non-redeemable
preferred stock -0- 0- G- {2586) -0- -0- -0- (296)
Exercise of stock options -0- 357 6,101 -0- -0- -0 -0- 6,458
Issue shares—employee stock
purchase plan -0- 10 3N -0- -0- -0 -0- 321
Shares repurchased -0- (1.062) (31,026) -0- -0- -0- -0- (32,088}
Employee and non-employee
restricted stock -0- 182 3,164 -0- -0- -0 -0 3,346
Share based compensation -0- -0 4,067 -0- -0- -0- -0- 4,067
Tax benefit of stock
options exercised -0- -0- 2,405 -0- -0- -0- -0- 2,405
Gain on foreign currency
forward contracts
{net of tax of $0.6 million) -0- -0- -0- -0- 848 -0- 848 848
Loss on interest rate swaps
{net of tax benefit of $0.2 million) -0- -0- -0- -0- (218) -0- (218) (218)
Pension liabitity adjustment
(net of tax of $3.2 million) -0- -0- -0- -0- 5,084 -0- 5,094 5,094
Cumulative adjustment to adopt
SFAS No. 158 (net of tax benefit
of $0.5 million) -0- -0- -0- -0- (802) -0- -0- (802)
Foreign currency
translation adjustment -0- -0- -0- -0- (45) -0- (45) (45)
Other (93) {5) (203) -0- -0- -0- -0- (301)
Comprehensive income $73,325
BALANCE FEBRUARY 3, 2007 $ 6,602 $23,230 $107,956 $306,622 $(21,327) $(17,857) $ 405,226

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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GENESCO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Summary of Significant Accounting Policies
NATURE OF OPERATIONS

The Company’s businesses include the design or sourcing, marketing and distribution of footwear, principally under the
Johnston & Murphy and Dockers brands and the operation at February 3, 2007 of 2,009 Journeys, Journeys Kidz, Shi by
Journeys, Johnston & Murphy, Underground Station, Jarman, Hat World, Lids, Hat Shack, Hat Zone, Head Quarters, Cap
Connection and Lids Kids retail footwear and hezdwear stores.

PRINCIPLES OF CONSOLIDATION

All subsidiaries are consolidated in the consolidated financial staterments. All significant intercompany transactions and
accounts have been eliminated.

FISCAL YEAR

The Company's fiscal year ends on the Saturday closest to January 31. As a result, Fiscal 2007 was a 53-week year with 371
days, Fiscal 2006 and Fiscal 2005 were 52-week years with 364 days each, Fiscal 2007 ended on February 3, 2007, Fiscal
2006 ended con January 28, 2006 and Fiscal 2005 ended on January 29, 2005,

FINANCIAL STATEMENT RECLASSIFICATIONS

Certain reclassifications have been made to the Consolidated Statements of Cash flows io conform prior years' data to the
current year presentation. There was no change in cash provided by operating activities.

USE OF ESTIMATES

The preparation of financial statements in conformity with U.S. generally accepted accournting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period, Actual results could differ from those estimates.

Significant areas requiring management estimates or judgments include the fallowing key financial areas:
Inventory Valuation
The Company values its inveniories at the lower of cost or markat.

In its wholesale operations, cost is determined using the first-in, first-out ("FIFO") method. Market is determined using a
systemn of analysis which evaluates inventory at the stock number level based on factors such as inventory turn, average
selling price, inventory level, and selling prices reflected in future orders. The Company provides reserves when the inventory
has not been marked down to market based on current selling prices or when the inventory is not turning and is not expected
to turn at levels satistactory to the Company.

In its retail operations, other than the Hat World segment, the Company employs the retail inventory method, applying average
cost-to-retail ratios to the retail value of inventories. Under the retail inventory method, valuing inventory at the lower of cost or
market is achieved as markdowns are taken or accrued as a reduction of the retail value of inventories,

Inherent in the retail inventory method are subjective judgments and estimales, including merchandise mark-on, markups,
markdowns, and shrinkage. These judgments and estimaies, coupled with the fact that the retail inventory method is an
averaging process, could produce a range of cost figures. To reduce the risk of inaccuracy and to enswre consislent
presentation, the Company employs the retail inventory methed in multiple subclasses of inventory with similar gross margin,
and analyzes markdown requirements at the stock number level based on factors such as inventory turn, average selling price,
and inventory age. In addition, the Company accrues markdowns as necessary. These additional markdown accruals reflect
all of the above factors as well as current agreements to return products to vendors and vendor agreemenis 1o provide
markdown support. In addition to markdown provisions, the Company maintains provisions for shrinkage and damaged
goods based on historical rates.

The Hat World segment employs the moving average cost method for valuing inventories and applies freight using an
allocation method. The Company provides a valuation allowance for slow-moving inveniory based on negative margins and
estimated shrink based on historical experience and specilic analysis, where appropriate.
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Note 1: Summary of Significant Accounting Policies continued

Inherent in the analysis of both wholesale and retail inventory valuation are subjective judgments about current market
conditions, fashicn trends, and overall economic conditions. Failure to make appropriate conclusions regarding these factors
may result in an overstatement or understatement of inventory vaiue.

Impairment of Definite-Lived Long-Lived Assets

The Company periodically assesses the realizability of its definite-lived tong-lived assets and evaluates such assets for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Asset impairment is determined to exist if estimated future cash flows, undiscounted and without interest
charges, are less than the carrying amount. Inherent in the analysis of impairment are subjective judgments about future cash
flows. Failure to make appropriate conclusions regarding these judgments may resuit in an overstatement of the value of held
and used definite-lived long-lived assets (see Note 3).

Environmental and Other Contingencies

The Company is subject to certain loss contingencies related to environmental proceedings and other legal matters, including
those disclosed in Note 13 to the Company's Consclidated Financia! Statements. The Company monitors these matters on an
ongeing basis and, on a quarterly basis, management reviews the Company’s reserves and accruals in relation to each of them,
adjusting provisions as management deems necessary in view of changes in available information. Changes in estimates of
liability are reporied in the periods when they occur. Consequently, management betieves that its reserve in relation to each
proceeding is a best estimate of probable loss connected to the proceeding, or in cases in which no best estimate is possible,
the minimum amount in the range of estimated losses, based upon its analysis of the facts and circumstances as of the close
of the most recent fiscal quarter. However, because of uncertainties and risks inherent in litigation generally and in environmental
proceedings in particutar, there can be ne assurance that future developments will not require additional reserves to be set
aside, that some or all reserves will be adequate or that the amounts of any such additional reserves or any such inadequacy
will not have a material adverse effect upon the Company’s financial condition or results of operations.

Revenue Recogaition

Retail sales are recorded at the point of sale and are net of estimated returns and exclude sales taxes. Catalog and internet
sales are recorded at time of delivery to the customer and are net of estimated returns. Wholesale revenue is recorded net of
estimated returns and allowances for markdowns, damages and miscellaneous claims when the related goods have been
shipped and legal title has passed to the customer. Shipping and handling costs charged to customers are included in net
sales. Estimated returns are based on historical returns and claims. Actual amounts of markdowns have not differed materially
from estimates. Actual returns and claims in any future period may differ from historical experience.

Postretirement Benefits Plan Accounting

Substantially all full-time employees, who also had 1,000 hours of service in Calendar 2004, except employees in the Hat
World segment, are covered by a defined benefit pension ptan. The Company froze the defined benefit pension plan eflective
January 1, 2005. The Company also provides certain former employees with limited medical and life insurance benefits. The
Company funds at least the minimum amount required by the Employee Retirement Income Security Act.

In September 2006, the FASB issued SFAS No. 158 which requires companies to recognize the overfunded or underiunded
status of postretirement benefit plans as an asset or liability in its Consolidated Balance Sheets and to recognize changes in
that funded status in accumulated other comprehensive loss, net of tax, in the year in which the changes occur. This statement
did not change the accounting for plans required by SFAS No. 87, “Employers’ Accounting for Pensions™ and it did not
eliminate any of the expanded disclosures required by SFAS No. 132(R). On February 3, 2007, the Company adopted the
recognition and disclosure provisions of SFAS No. 158. As a result of the adoption of SFAS No. 158, the Company recognized
a $0.8 million (net of tax} curnulative adjustment in accumulated other comprehensive loss in shareholders' equity for Fiscal
2007 related to the Company’s postretirement medical and life insurance benefits, SFAS No, 158 also requires companies to
measure the funded status of a plan as of the daie of its fiscal year end. This requirement of SFAS No. 158 is not effective {or
the Company until Fiscal 2009. The Company is assessing the impact the adoption of the measuremnent date will have on its
consolidated financial pasition and results of aperations.
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Note 1: Summary of Significant Accounting Policies continued

The Company accounts for the defined benefit pension plans using SFAS No. 87, as amended. Under SFAS No. 87,
pension expense is recognized on an accrual basis over employees' approximate service periods. The calculation of pension
expense and the corresponding fiability requires the use of a number of critical assumptions, including the expected long-
term rate of return on plan assets and the assumed discount rate, as well as the recognition of actuarial gains and losses.
Changes in these assumptions can result in different expense and liakility amounts, and future actual experience can differ
from these assumptions.

CASH AND CASH EQUIVALENTS

Included in cash and cash equivalents at February 3, 2007 and January 28, 2006 are cash equivalents of $0.9 millicn and
$48.5 milion, respectively. Cash equivalents are highly-liquid financial instruments having an original maturity of three months
or less. The majority of payments due from banks for customer credit card transactions process within 24-48 hours and are
accordingly classifled as cash and cash equivalants,

At February 3, 2007 and January 28, 2006, outstanding checks drawn on zerc-balance accounts at certain domestic banks
exceeded book cash balances at those banks by approximately $15.8 million and $17.2 millicn, respectively. These amaounts
are included in accounts payable.

CONCENTRATION OF CREDIT RISK AND ALLOWANCES ON ACCOUNTS RECEIVABLE

The Company’s foctwear wholesaling business sells primarily to independent retailers and department stores across the
United States. Receivables arising from these sales are not collateralized. Customer credit risk is affected by conditions or
occurrences within the economy and the retail industry. One customer accounted for 19% of the Company's trade receivables
balance and ancther customer accounted for 10% as of February 3, 2007, and no other customer accounted for more than
8% of the Company's trade receivables balance as of February 3, 2007.

The Company establishes an allowance for doubtful accounts based upon factors surrounding the credit risk of specific
customers, historical trends and other information, as well as company-specific factors. The Company also establishes
allowances for sales returns, customer deductions and co-op advertising based on specific circumstances, historical trends
and projected probable outcomes.

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost and depreciated or amortized over the estimated useful life of related assets.
Depreciation and amoriization expense are computec principally by the straight-line method over the following estimated

useiul lives:
BUILDINGS AND BUILDING EQUIPMENT 20-45 YEARS
COMPUTER HARDWARE, SCFTWARE AND EQUIPMENT 3-10 YEARS
FURNITURE AND FIXTURES 10 YEARS
LEASES

Leasehold improvements and properties under capital leases arg amortized on the straight-line method over the shorter of
their usetul lives or their related lease terms and the charge to earnings is included in selling and administrative expenses in
the Consolidated Statements of Earnings.

Certain leases include rent increases during the initial lease term. For these leases, the Company recognizes the related rental
expense on a straight-line basis over the term of the lease {which includes any rent holidays and the pre-opening period of
construction, renovation, fixturing and merchanclise placement) and records the difference between the amounts charged to
operations and amounts paid as a rent liability.

The Company occasionally receives reimbursements from landiords to be used towards construction of the store the
Company intends to lease. Leasehold improvements are recorded at their gross costs including items reimbursed by
landlords. The reimbursements are amortized as a reduction of rent expense cver the initial lease term.
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Note 1. Summary of Significant Accounting Policies continued
GOODWILL AND OTHER INTANGIBLES

Under the provisions of SFAS No. 142, "Goodwill and Other Intangible Assets,” ("SFAS No, 142"), goodwill and intangible
assets with indefinite lives are not amortized, but tested at least annually for impairment. SFAS No. 142 also requires that
intangible assets with finite lives be amortized over their respective lives to their estimated residual values, and reviewed for
impairment in accordance with SFAS No. 144, “Accounting for the Impairmenti or Disposal of Long-Lived Assets” ("SFAS No. 144").

Intangible assets of the Company with indefinite lives are primarily goodwill and identifiable trademarks acquired in connection
with the acquisition of Hat World Corporation on April 1, 2004 and Hat Shack, Inc. on January 11, 2007. The Company tests
for impairment of intangible assets with an indefinite life, at a minimum on an annual basis, relying on a number of factors
including operating results, business plans and projected future cash flows. The impairment test tor identifiable assels not
subject to amortization consists of a comparison of the fair vatue of the intangible asset with its carrying amount.

Identifiable intangible assets of the Company with finite lives are primarily leases and customer lists. They are subject to
amortization based upon their estimated useful lives. Finite-lived intangible assets are evaluated for impairment using a
process similar (o that used to evaluate other definite-lived long-tived assets, a comparison of the fair value of the intangible
asset with its carrying amount. An impairment loss is recognized far the amount by which the carrying value exceeds the fair
value of the asset.

FAIR VALUE OF FINANCIAL INSTRUMENTS
The carrying amounts and fair values of the Company’s financial instruments at February 3, 2007 and January 28, 2006 are:

FAIR VALUES

2007 2006
CARRYING FAIR CARRYING FAIR
IN THOUSANDS AMOUNT VALUE AMOUNT VALUE
Fixed rate long-term debt § 86,250 $ 163,634 § 86250  § 157,406

Carrying amounts reported on the balance sheet for cash, cash eguivalents, receivables, foreign currency hedges and
accounts payable approximate fair value due to the short-term maturity of these instruments.

The fair value of the Company's long-term debt was based on dealer prices on the respectiva balance shaet dates.
COST OF SALES

For the Company’s retail operations, the cost of sales includes actual product cost, the cost of transportation to the
Company's warehouses irom suppliers and the cost of transportation from the Company's warehouses to the stores.
Additionally, the cost of its distribution facilities allocated to its retall operations is included in cost of sales.

For the Company's wholesale operations, the cost of sales includes the actual product cost and the cost of transportation to
the Company's warehouses from suppliers.

SELLING AND ADMINISTRATIVE EXPENSES

Selling and administrative expenses include all operating costs of the Company excluding (i) those related io the
transportation of products from the supplier to the warehouse, {ii) for its retail operations, those related to the transportation
of products from the warehouse 1o the store and (iii) costs of its distribution {acilities which are allocated to its retail operations,
Wholesale and unallocated retail costs of distribution are included in selling and administrative expenses in the amounts of
$4.4 miliion, $4.5 million and $5.9 million for Fiscal 2007, Fiscal 2006 and Fiscal 2005, respectively.

GIFT CARDS

The Company has a gift card program that began in calendar 1999 for its Hat World operations and calendar 2000 for its
footwear operations. The gift cards do not expire. As such, the Company recognizes income when: (i) the gift card is
redeemed by the customer; or (i} the likelihood of the gift card being redeemed by the customer for the purchase of goods
in the future is remote and there are no related escheat laws, (referred to as "breakage”). The gift card breakage rate is based
upon historical redemption patterns and income is recognized for unredeemed gift cards in proporion to those historical
redemption patterns.
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Note 1: Summary of Significant Accounting Policies continued

The Company recognized income of $0.6 million in Fiscal 2007 due to the Company's belief that it now has sufficient historical
information to suppon the recognition of gift card breakage after a review of state escheat laws in which it operates. This initial
recognition of gitt card breakage has been included as a recuction in restructuring and ¢ther, net on the Consolidated
Statements of Earnings. Future gift card breakage will be recognized in revenues.

BUYING, MERCHANDISING AND OCCUPANCY COSTS

The Company records buying and merchandising and occupancy costs in selling and administrative expense. Because the
Company does not include these costs in cost of sales, the Company's gross margin may not be comparable to other retailers
that include these costs in the calculation of gross margin.

SHMIPPING AND HANDLING COSTS

Shipping and handling costs related to inventory purchased from suppliers is included in the cost of inventory and is charged
to cost of sales in the pericd that the inveniory is sold. All other shipping and handling costs are charged to cost of sales in
the period incurred except for wholesale and unallocated retail costs of distribution, which are included in selling and
administrative expanses.

PREOPENING COSTS

Costs associated with the opening of new stores are expensed as incurred, and are included in selling and administrative
expenses on the accompanying Consolidated Statements of Earnings.

STORE CLOSINGS AND EXIT COSTS

From time to time, the Company makes strategic decisions to close stores or exit focations or activities. If stores or cperating
activities to be closed or exited constiluie components, as defined by SFAS No. 144, and will not result in a migration of
customers and cash flows, these closures will be considered discontinued operations when the related assets meet the
criteria to be classified as held or sale, or at the cease-use date, whichever occurs first. The results of operations of
discontinued operations are presented retroactively, net of tax, as a separate component on the Consolidated Statement of
Earnings, if material individually or cumulatively. To date, no siore closings have been materiat individually or curmulatively.

Assets related to planned store closures or other exit activities are reflected as assets held for sale and recorded at the lower
of carrying value or fair value less costs to sell when the required criteria, as defined by SFAS No. 144, are satisfied.
Depreciation ceases on the date that the held for sale criteria are met.

Assets retated to planned store closures or other exit activities that do not meet ihe criteria to be classified as held for sale are
evaluated for impairment in accordance with the Company's normal impairment policy, but with consideration given to revised
estimates of future cash flows. In any event, the remaining depreciabile useful lives are evaluated and adjusted as necessary.

Exit costs related to anticipated lease termination costs, severance benefits and other expected charges are accrued for and
recognized in accordance with SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities.”

ADVERTISING COSTS

Advertising costs are predominantly expensed as incurred. Advertising costs were $31.1 million, $29.1 million and $25.0
mitlion for Fiscal 2007, 2006 and 2005, respectively. Direct response advertising costs for catalogs are capitalized, in
accordance with the American Institute of Certified Public Accountants ("AICPA") Statement of Position No. 93-7, "Reporting
on Advertising Costs.” Such costs are amortized over the estimaled future revenues realized from such advertising, not to
exceed six months. The Consolidated Balance Sheets include prepaid assets for direct response advertising costs of $1.1
million and $0.9 million at February 3, 2007 and January 28, 2006, respectively.

CONSIDERATION TO RESELLERS

The Company does not have any written buy-down programs with retailers, but the Company has provided certain retailers
with markdown allowances for obsolete and slow maving products that are in the retailer's inventory. The Company estimates

_these allowances and provides for them as reductions to revenues at the time revenues are recorded. Markdowns are
negotiated with retailers and changes are made to lhe estimates as agreements are reached. Actual amounts for markdowns
have not differed materially from estimates.
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COOPERATIVE ADVERTISING

Cooperative advertising funds are made available to all of the Company's wholesale customers. In order for retailers 1o receive
reimbursement under such programs, the retailer must meet specified adverlising guidelines and provide appropriate
documentation of expenses o be reimbursed. The Company’s cooperative advertising agreements require that wholesale
customers present documentation or other evidence of specific advertisements or display materials used for the Company's
products by submitting the actual print advertisements presented in catalogs, newspaper inserts or ather advertising circulars,
or by permitting physical inspection of displays. Additionally, the Company’s cooperative advertising agreements require that
the amount of reimbursement reguested for such advertising or materials be supported by invoices or other evidence of the
actual costs incurred by the retailer. The Company accounts for these cooperative advertising costs as selling and
administrative expenses, in accordance with Emerging Issues Task Force (“EITF") Issue No. 01-9, “Accounting for
Consideration Given by a Vendor to a Customer {Including a Reseller of the Vendor's Products).”

Cooperative advertising cosls recognized in selling and administrative expenses were $2.7 million, $2.2 million and $2.4
miltion in Fiscal 2007, 2006 and 2005, respectively. During Fiscal 2007, 2006 and 2005, the Company's cooperative advertising
reimbursements paid did not exceed the fair value of the benefits received under those agreements.

VENDOR ALLOWANCES

From time to time, the Company negotiates allowances from its vendors for markdowns taken or expected to be taken. These
markdowns are lypically negotiated on specific merchandise and for specific amounts. These specific allowances are
recognized as a reduction in cost of sales in the pertod in which the markdowns are taken. Markdown allowances not attached
to specific inventory on hand or already sold are applied to concurrent or future purchases from each respeactive vendor.

The Company receives support from some of its vendors in the form of reimbursements for cooperative advertising and
catalog costs for the launch and promotion of certain products. The reimbursements are agreed upon with vendors and
represent specific, incremental, identifiable costs incurred by the Company in selling the vendor's products, Such costs and the
related reimbursements are accumulated and monitored on an individual vendor basis, pursuant to the respective cooperative
advertising agreements with vendors. Such cooperative advertising reimbursements are recorded as a reduction of selling and
administrative expenses in the same period in which the associaled expense is incurred. If the amount of cash consideration
received exceeds the costs being reimbursed, such excess amount would be recorded as a reduction of cost of sales.

Vendor reimbursements of cooperative advertising costs recognized as a reduction of selling and administrative expenses
were $3.9 miltion, $3.6 million and $3.7 million for Fiscal 2007, 2006 and 2005, respectively. During Fiscal 2007, 2006 and
2005, the Company’s cooperative advertising reimbursements received were net in excess of the costs reimbursed.,

ENVIRONMENTAL COSTS

Environmental expenditures relating to current operations are expensed or capitalized as appropriate. Expenditures relating
{0 an existing condition caused by past operations, and which do not contribute to current or future revenue generation, are
expensed. Liabilities are recorded when environmental assessments and/for remedial efforts are probable and the costs can
be reasonably estimated and are evaluated independently of any future claims for recovery. Generally, the timing of these
accruals ceincides with completion of a feasibility stucty or the Company's commitment to a formal plan of action. Costs of
future expenditures for environmental remediation obligations are not discounted to their present value.

INCOME TAXES

Deferred income taxes are proviced for all temporary ditferences and cperating loss and tax credit carryforwards are limited,
in the case of deferred tax assets, ic the amount the Company believes is more likely than not 10 be realized in the
toreseeable future.

EARANINGS PER COMMON SHARE

Basic earnings per share excludes dilution and is computed by dividing income available to common shareholders by the
weighted average number of common shares outstanding for the period. Diluted earnings per share reflects the potential
chiution that could occur if securities to issue common stock were exercised or converted to common stock (see Note 11).
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SHARE-BASED COMPENSATION

The Company has share-based compensation plans covering certain members of management and non-employee directors.
Prior to January 29, 2006, the Company accounted for these plans under the recognition and measurement provisions of APB
No. 25, "Accounting for Stock ssued ta Employees,” and related interpretations, as permitted by SFAS No. 123. Accordingly,
no compensation expense was recognized for fixed option plans because the exercise prices of employee stock options
equaled or exceeded the market prices of the underlying stock on the date of grant.

Effective January 29, 2008, the Company adopted SFAS No. 123(R), using the modified prospective transition method. Under
the modified prospective transition method, compensation cost recognized for Fiscal 2007 includes (i) compensation cost for
all share-based payments granted prior to, but not yet vested as of January 28, 2006, based on the grant date fair value
estimated in accordance with the provisions of SFAS No. 123; and (i) compensation cost for all share-based payments
granted on or after January 29, 2006, based on the grant date fair value estimated in accordance with SFAS No. 123(R). In
accordance with the modified prospective method, the Company has noi restated prior period results. However, prior to
adoption of SFAS No. 123(R), share-based compensation had been included in pro forma disclosures in the Notes to the
Consolidated Financial Statements for periods prior to Fiscal 2007,

The Company estimates the fair value of each oplion award on the date of grant using a Black-Scholes option pricing model.
The Company based expected volatility on historical term structures. The Company based the risk free rate on an interest rate
for a bond with a maturity commensurate with the expected term estimate. The Company estimated the expected term of
stock options using historical exercise and employee termination experience. The Company does not currently pay a dividend.

In additicn to the key assumptions used in the Black-Scholes madel, the estimated forfeiture rate at the time of valuation
{which is based on historical experience for similar options) is a critical assumption, as it reduces expense ratably over the
vesting period. Shared-based compensation expense is recorded based on a 2% expacted forfeiture rate and adjusted
annually {or actual forfeitures. The Company reviews the expected forfeiture rale annually to determine ii that percent is still
reasaonable based on historical experience.

The Company believes its estimates are reasonable in the context of actual (historical) experience. The impact of adopting
SFAS No. 123(R) on future results will depend on, among other matiers, levels of share-based payments granted in the future,
actual forfeiture rates and the timing of option exercises.

COTHER COMPREHENSIVE INCOME

SFAS No. 130, “Reporting Comprehensive Income,” requires, among other things, the Company's minimum pension liability
adjustment, unrealized gains or losses on foreign currency forward contracts and foreign curmency translation adjustments to be
included in other comprehensive income net of tax. The cumulative adjustment to adopt SFAS No. 158 is also included in other
comprehensive income net of tax. Accumulated cther comprehensive loss at February 3, 2007 consisted of $20.8 million of
cumulative pension liability adjustments, net of tax, $0.8 million cumulative adjustment to adopt SFAS No. 158, net of tax, cumulative
net gains of $0.2 million on foreign currency forward contracts, net of tax and a foreign curency translation adjustment of $0.1 miltion.

BUSINESS SEGMENTS

SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information,” requires that companies disclose
“operating segments” based on the way management disaggregates the Company for making internal operating decisions
(see Note 14).

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities,” SFAS No. 137, "Accounting for Derivative
Instruments and Hedging Activities - Deferral of the Effective Date of SFAS No. 133, SFAS No. 138, "Accounting for Certain
Derivative Instruments and Certain Hedging Activities” and SFAS No. 149, "Amendment of Statement 133 on Derivative
Instruments and Hedging Activities,” (collectively “SFAS 133"} require an entity to recognize all derivalives as either assets or
liabilities in the consolidated balance sheet and to measure those instruments at fair value. Under certain conditions, a
derivative may be specilically designated as a fair value hedge or a cash flow hedge. The accounting for changes in the fair
value of a derivative are recorded each period in current eamings or in other comprehensive income depending on the
intended use of the derivative and the resulting designation.
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Note 1;: Summary of Significant Accounting Policies continued
NEW ACCOUNTING PRINCIPLES

lin March 2006, the Emerging (ssues Task Force (“EITF") reached a consensus on EITF Issue No. 08-3, “How Taxes Callected
from Customers and Remitted to Governmental Authorities Should Be Presented in the Income Statement (that is, gross
versus net presentation),” (“EITF No. 06-3") which allows companies 1o adopt a policy of presenting taxes in the income
staterment on either a gross or net basis. Taxes within the scope of EITF No. 06-3 would include taxes that are imposed an a
revenue transaction between a selier and a customer, for example, sales taxes, use taxes, value-added taxes and some types
of excise taxes. EITF No. 06-3 is effective for interim and annual reporting periods beginning aiter December 15, 2006. EITF
No. 06-3 will not impact the method for recording and reporting these sales taxes in the Company's Consolidated Financial
Statements as the Company’s policy is {0 exclude all such taxes from revenue.

In June 20086, the FASB issued FASB Interpretation Na. 48, “Accounting for Uncertainty in (ncome Taxes - an interpretation of
SFAS No. 109" (“FIN 48"). This Interpretation clarifies the accounting for uncertainty in income taxes recognized in the financial
statements in accordance with SFAS No. 109, “Accounting for Income Taxes." This Interpretation prescribes that a company
should use a more-likety-than-not recognition threshold based on the technical merits of the tax position taken. Tax positions
that meet the more-likely-than-not recognition threshold should be measured in order to determine the tax benefit 1o be
recognized in the financial staterments, FIN 48 is effective in fiscal years beginning after December 15, 2006. The Company is
currently evaluating the impact that the adoption of FIN 48 will have on its results of operations and financial position.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements™ {*SFAS No. 157"). SFAS No. 157 defines fair
value, establishes a framework for measuring fair value in accordance with generally accepted accounting principles and
expands disclosures about fair vaiue measurements. SFAS Ng. 157 is effective for fiscal years beginning after November 15,
2007 (fiscal year 2008 for the Company), and interim periods within those fiscal years. The Company is currently evaluating
ihe impact that the adoption of SFAS No. 157 will have, if any, on its results of operations and financial position.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities,
inciuding an amendment of FASB Statement No. 115" {"SFAS No. 153"). SFAS No. 159 allows companies to measure many
financial instruments and certain other items at fair value that are not currently required to be measured at fair value. SFAS
No. 159 is effective for fiscal years beginning after November 15, 2007 (fiscal year 2009 for the Company). The Company is
currently evaluating the impact that the adoption of SFAS No. 159 will have, if any, on its results of operations and
financial position.

Note 2: Acquisitions

HAT WORLD ACQUISITION

On April 1, 2004, the Company completed the acquisition of 100% ot the outstanding common shares of Hat World
Corporation {"Hat World") for a total purchase price of approximately $179 million, inciuding adjustments for $12.6 million of
net cash acquired, a $1.2 million subsequent working capital adjustment and direct acquisition expenses of $2.8 million. The
resulis of Hat World's operations have been included in the consolidated financial statements since that date. Headquartered
in Indianapolis, Indiana, Hat World is a leading specialty retailer of licensed and branded headwear. The Company believes
the acguisition has enhanced its strategic development and prospects for grawth.

The acquisition has been accounted for using the purchase method in accerdance with SFAS No. 141, “Business Combinations.”
Accordingly, the 1otal purchase price has been aflocated to the assets acquired and liabilities assumed based on their estimated
fair vatues at acquisition as follows {amounts in thousands):

AT APRIL 1, 2004

Inventories $ 33.888
Property and equipment 24,278
Unamortizable intangible assets (indefinite-lived trademarks) 47,324
Amortizable intangibles (primarily lease write-up) 8,586
Goodwill 96,235
Other assets 4,850
Accounts payable (19,036}
Noncurrent deferred tax liability (22,628)
Other liabilities (6,979}

Net assets acquired % 166,318
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The trademarks acquired include the concept narmnes and are deemed to have an indefinite life. Finite-lived intangibles include
a $0.3 million customer list and an $8.3 million asset to reflect the adjustment of acquired leases to market. The weighted
average amortization period for the asset to adjust acquired leases to market is 4.2 years. The amortization of intangibles was
$1.8 million, $2.3 million and $2.0 million for Fiscal 2007, 2006 and 2005, respectively. The amortization of intangibles for Fiscal
2008, 2009, 2010 and 2011 will be $1.2 million, $0.7 million, $0.4 million and $0.2 million, respectively. The goodwill related to
the Hat World acquisition is not deductible for tax purposes. Goodwill decreased $0.7 million in the second quarter of Fiscal
2006 due to a reduction of income taxes payable and $0.3 million in the fourth guarter of Fiscal 2006 due to the recognition
of deferred tax assets.

The following pro forma information presents the results of operations of the Company as if the Hat World acquisition had
taken place at the beginning of all periods presented in the table below. Pro forma adjustments have been made to reflect
additional interest expense from the $100.0 million in debt assaciated with the acquisition. The pro forma results of operations
include $2.0 million of non-recurring transaction costs incurred by Hat World for the two months ended March 31, 2004,

ACTUAL ACTUAL  PRO FORMA
N THOUSANDS, EXCEPT PER SHARE DATA 2007 2006 2005
Net sales $1,460,478 $1283,876 § 1,145642
Net earnings 67,646 62,686 46,799
Net earnings per share:
Basic $ 298 % 274 % 2.1
. Diluted 3 259 % 238 % 1.88

The pro forma results have been prepared for cormparative purposes only and do not purport to be indicative of the results of
operations that would have occurred had the Hat World acquisition accurred at the beginning of all periods presented.

! CAP CONNECTION ACQUISITION

i On July 1, 2004, the Company acquired the assets and businass of Edmonton, Alberta-based Cap Connection Lid., a 17 siore
| Canadian specialty retailer of headwear. The purchase price for the Cap Connection busingss was approximately $1.7 million.

HAT SHACK ACQUISITION

On January 11, 2007, Hat World acquired 100% of the outstanding stock of Hat Shack, Inc. for a purchase price of $16.6
million plus debt assurned of $2.2 million, after preliminary closing adjustments anticipated in the purchase agreement, funded
from cash on hand. As of February 3, 2007, there were 49 Hat Shack retail headwear stores located primarily in the
southeastern United States. Based on the prefiminary closing adjustments, the Company allocated $11.4 million of the
purchase price to goodwill and $3.7 million to tradenames. The goodwill related ta the Hat Shack acquisition is not deductible
for tax purposes.

Note 3: Restructuring and Other Charges and Discontinued Operations
Restructuring ana Other Charges

In accordance with Company policy, assets are determined to be impaired when the revised estimated future cash flows wera
insufficient to recover the carrying costs. Impairment charges represent the excess of the carrying value over the fair value of
those assets.

Agset impairment charges are reflacted as a reduction of the net carrying value of property and equipment, and in restructuring
and other, net in the accompanying Consolidated Statements of Earnings.

The Company recorded a pretax charge to earnings of $1.1 million ($0.7 million net of tax) in Fiscal 2007. The charge included
$2.2 million of charges for asset impairments and the early termination oi a license agreement offset by $1.1 miltion of gift card
related income and a favorable litigation settlernent.

The Company recorded a pretax charge to earnings of $2.3 million ($1.4 million net of tax) in Fiscal 2006. The charge included
$1.7 million for the setttement of a California employment class action and $0.6 million for retail store asset impairments and
lease terminations of thirteen Jarman stores. These lease terminations are the continuation of a plan announced by the
Company in Fiscal 2004 to close or convert into ather retail concepts ali remaining Jarman stores.
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Note 3: Restructuring and Other Charges and Discontinued Operations continued

The Company recorded a pretax charge to eamings of $1.2 million ($0.8 million net of tax} in Fiscal 2005. The charge included
$1.8 million for lease terminations of 20 Jarman stores and retail store asset impairments offset by the recognition of a $0.6
miilion gain on the curtailment of the Company's defined benefit pension plan.

Discentinued Operations

For the year ended February 3, 2007, the Company recorded an additional charge to earnings of $1.0 million ($0.6 million net
of tax) reflected in discontinued cperations, including $1.1 million primarily for anticipated costs of environmental remedial
alternatives related to former facilities operated by the Company offset by a $0.1 million gain for excess provisicns to prior
discontinued operations {see Note 13).

For the year ended January 28, 2006, the Company recorded a credit to earnings of $0.1 million {30.1 million net of tax)
reflected in discontinued aperations, including a $0.2 million gain for excess provisions to prior discontinued operations offset
by $0.8 million primarily for anticipated costs of environmental remedial alternatives related to former facilities operated by the
Company (see Note 13).

For the year ended January 29, 2005, the Company recorded an additional charge to earnings of $0.3 million ($0.2 million net
of tax} reflected in discontinued operations, including $1.0 million for anticipated costs of environmental remedial alternatives
related to two manufacturing facilities formerly operated by the Company, offset by a $0.7 million gain for excess provisions
to prior discontinued operations (see Note 13).

ACCRUED PROVISION FOR DISCONTINUED OPERATIONS

FACILITY

SHUTDOWN
IN THOUSANDS COSTS OTHER TOTAL
Batance January 29, 2005 $ 5800 $ 3 $ 5803
Excess provision Fiscal 2006 (98) -0- (98)
Charges and adjustments, net 8 0 8
Balance January 28, 2006 5,710 3 5713
Additional provision Fiscal 2007 988 -0- 988
Charges and adjustments, net (633) 3 (636)
Balance February 3, 2007* 6,065 -0- 6,065
CURRENT PROVISION FOR DISCONTINUED OPERATIONS 4,455 -0- 4,455
TOTAL NONCURRENT PROVISION FOR DISCONTINUED OPERATIONS $ 1610 $ 0- § 18610

*Includes $5.8 million environmental provision including $4.2 million in current provision for discontinued operations.

Note 4: Inventories

FEBRUARY 3,  JANUARY 28,

IN THOUSANDS 2007 2006
Raw materials $ 212 $ 203
Wholesale finished goods 29,272 30,392
Retail merchandise 231,553 200,053
TOTAL INVENTORIES $ 261,037 § 230,648

Note 5: Derivative Instruments and Hedging Activities

In order to reduce expesure to foreign cutrency exchange rate fluctuations in connection with inventory purchase
commitments for its Johnston & Murphy division, the Company enters into foreign currency forward exchange contracts for
Euros to make Euro denominated payments with a maximum hedging pericd of twelve months. Derivative instruments used
as hedges must be effective at reducing the risk associated with the exposure being hedged. The settlement terms of the
forward contracts correspond with the payment terms for the merchandise inventories. As a result, there is no hedge
ineffectiveness to be reflected in earnings. The notional amount of such contracts outstanding at February 3, 2007 and
January 28, 2006 was $8.0 million and $7.5 million, respectively. Forward exchange contracts have an average remaining term
of approximately three months. The loss based on spot rates under these contracts at February 3, 2007 was $4,000, and the
gain based on spot rates under these contracis at January 28, 2006 was $15,000. For the year ended February 3, 2007, the
Company recorded an unrealized gain on foreign currency forward contracts of $1.4 million in accumulated other
comprehensive loss, before taxes. The Company monitors the credit guality of the major national and regional financial
institutions with which it enters into such contracts.

53



GENESCO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 5: Derivative Instruments and Hedging Activities continued

The Company estimates that the majority of net hedging gains related to forward exchange contracts will be reclassified from
accumulated other comprehensive loss into eamings through lower cost of sales over the succeeding year.

The Company used interest rate swaps as a cash flow hedge to manage interest costs and the risk assoctated with changing
interest rates of long-term debt. During the first quarter ended May 1, 2004, the Company entered into three separate
forward-starting interest rate swap agreements as a means of managing its interest rate exposure on its $100.0 million
variable rate term loan. All three agreements were effective beginning on October 1, 2004 and were designed to swap a
variable rate of three-month LIBOR for a fixed rate ranging from 2.52% to 3.32%. The aggregate notional amount of the
swaps was $65.0 million. Of the three agreements, the swap agreement with a $15.0 million nctional amount expired on
Gctober 1, 2005. The swap agreement with a $20.0 million notional amount expired on July 1, 2006, but it was terminated
early in January 2006. The swap agreement with an original $30.0 million notional amount and a $20.0 mitlion nctional
amount as of the end of the third quarter of Fiscal 2007, expires on April 1, 2007, but was terminated early in November 20086.
The Company received $0.1 million and $0.3 million in Fiscal 2007 and Fiscal 2006, respectively, as a result of early
termination of the interest rate swap agreemenis.

Note 6: Long-Term Debt

IN THOUSANDS 2007 2006
4 1/8% convertible subardinated debentures due June 2023 $ 86,250 $ 86,250
Term toan, matures April 1, 2009 -0- 20,000
Revolver borrowings 23,000 -0-
Total long-term debt 109,250 106,250
Current portion, term foan -0- -0-
TOTAL NONCURRENT PORTION OF LONG-TERM DEBT $ 109,250 $ 106,250

Long-term debt maturing during each of the next five years ending January is as follows:
2008 - $-0-; 2009 - $-0-, 2010 - $-0-; 2011 - $-0-; 2012 - $23,000,000: and thereafter - $86,250,000.

CREDIT FACILITY:

On December 1, 2006, the Company entered inlo an Amended and Restated Credit Agreement {the "Credit Facility™) by
and among the Company, certain subsidiaries of the Company party thereto, as other borrowers, the lenders party thereto
and Bank of America, N.A., as administrative agent. The Credit Facility replaced the Company's $105.0 million revolving
credit facility.

Deterred financing costs incurred of $1.2 million related to the Credit Facility were capitalized and are being amortized over
four years, These costs are included in other non-current assets on the Consolidated Balance Sheeis.

The Company had $23.0 million of revolver borrowings outstanding under the Credit Facility at February 3, 2007. The
Company had outstanding letters of credit of $11.5 million under the facility at February 3, 2007. These letters of credit support
product purchases and lease and insurance indemnifications.

The material terms of the Credit Facility are as follows:
AVAILABILITY

The Credit Facility is a revolving credit facility in the aggregate principal amount of $200.0 million, with & $20.0 million swingline
lcan sublimit and a $70.0 million sublimit for the issuance of standby letters of credit, and has a five-year term. Any swingline
loans and letters of credit will reduce the availability under the Credit Facility on a dollar-for-dollar basis. In addition, the
Company has an option to increase the availability under the Credit Facility by up to $100.0 million {in increments no ‘ess than
$25.0 million) subject to, among other things, the receipt of commitments for the increased amount. The aggregate amount
of the loans made and letters of credit issued under the Restated Credit Agreement shall at no time exceed the lesser of the
facility amount ($200.0 miltion or, i increased at the Company's option, up to $300.0 million) or the “Borrowing Base", which
generally is based on 85% of eligible inventory plus 85% of eligible accounts receivable less applicable reserves.
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Note 6: Long-Term Debt continued
COLLATERAL

The loans and other cbligations under the Credit Facility are secured by substantially all of the presently owned and hereafter
acquired non-real estate assets of the Company and certain subsidiaries of the Company.

INTEREST AND FEES

The Company's borrowings under the Credit Facility bear interest at varying rates that, at the Company’s option, can be based
on either:

* a base rate genarally defined as the sum of the prime rate of Bank of America, N.A. and an applicableg margin.

+ a LIBO rate generally defined as the sum of LIBOR (as quoted on the British Banking Association Telerate Page 3750) and
an applicable margin.

The initial applicable margin for base rate loans is 0.00%, and the initial applicable margin for LIBOR loans is 1.00%. Thereafter,
the applicable margin will be subject to adjustment based on “Excess Availability” for the prior quarter, The term "Excess
Availability” means, as of any given date, the excess {if any) of the Borrowing Base over the outstanding credit extensions
under the Credit Facility.

Interest on the Company's borrowings is payable monthly in arrears for base rate loans and at the end of each inlerest rate
pericd {but not less often than quarterly) for LIBOR loans.

The Company is also required to pay a commitment fee on the difference between committed amounts and the aggregate
amount (including the aggregate amount of letters of credit) of the credit extensions outstanding under the Credit Facility,
which initially is 0.25% per annum, subject to adjustrment in the same manner as the applicable margins for interest rates.

CERTAIN COVENANTS

The Company is not required to comply with any financial covenants untess Adjusted Excess Availability is less than 10% of
the total commitments under the Credit Facility (currently $20.0 million). The term “Adjusted Excess Availability” means, as of
any given date, the excess (it any) of {a) the lesser of the total commitments under the Credit Facility and the Borrowing Base
over (b} the outstanding credit extensions under the Credit Facility. If and during such time as Adjusted Excess Availability is
tess than such amount, the Credit Facility reguires the Company to meet a minimum fixed charge coverage ratio (EBITDA less
capital expenditures less cash taxes divided by cash interest expense and scheduled payments of principal indebtedness) of
1.00 to 1.00. Because adjusted excess availability exceeded $20.0 million, the Company was not required to comply with this
financial covenant at February 3, 2007.

In addition, the Credit Facility contains certain covenants that, among other things, restrict additional indebtedness, liens and
encumbrances, loans and investments, acquisitions, dividends and other restricted payments, transactions with affiliates,
asset dispositions, mergers and consolidations, prepayments or material amendments of other indebtedness ang other
matters customarily restricted in such agreements.

CASH DOMINION

The Credit Facility also contains cash dominion pravisions that apply in the event that the Company's Adjusted Excess
Availability fails to meet certain thresholds or there is an event of default under the Credit Facility.

EVENTS OF DEFAULT

The Credit Facility contains customary events of default, including, without limitation, payment defaults, breaches of
representations and warranties, covenant defaults, cross-defaults to certain other material indebtedness in excess of specified
amounts, certain events of bankruptcy and insolvency, certain ERISA events, judgments in excess of specified amounts and
change in control.

Certain of the lenders under the Credit Facility or their affiiates have provided, and may in the future provide, certain
commercial banking, financial advisory, and investment banking services in the ordinary course of business for the Company,
its subsidiaries and certain of its affiliates, for which they receive customary fees and commissions.
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Note 6: Long-Term Debt continued
TERM LOAN:

The Company borrowed the $100.0 million term loan under the original Credit Facility on April 1, 2004 to fund a portion
of the purchase price for the Hat World acquisition. During Fiscal 2005, the Company prepaid $15.0 million of its $100.0
million term loan that was due in Fiscal 2006. In connection with the prepayment, the Company wrote off less than $0.1
million of deferred financing costs. During Fiscal 2006, the Company prepaid $55.0 million of its $100.0 million term loan that
was due in Fiscal 2007, 2008 and 2009. In connection with the prepayment in Fiscal 2006, the Company wrote off $0.6 million
of deferred financing costs. The Company received $0.3 million in Fiscal 2006 as a result of early termination of its interest
rate swap agreements, During Fiscal 2007, the Company prepaid the remaining $20.0 million of its $100.0 million term loan
that was due in Fiscal 2009 and 2010. In connection with the prepayment in Fiscal 2007, the Company wrote off $0.2 million
of deferred financing costs. The Company received $0.1 million in Fiscal 2007 as a result of early termination of its interest
rate swap agreement, The net write-offs of deferred financing costs and swap agreement gains of $0.1 million and $0.3
millien in Fiscal 2007 and 20086, respectively, are included in selling and administrative expenses on the accompanying
Statements of Earnings.

4 1/8% CONVERTIBLE SUBORDINATED DEBENTURES DUE 2023:

On June 24, 2003 and June 26, 2003, the Company issued a total of $86.3 million of 4 1/8% Convertible Subordinated
Debentures due June 15, 2023. The Debentures are convertible at the option of the holders into shares of the Company's
common stock, par value $1.00 per share, if: {1} the price of its common stock issuable upon conversion of a Debenture
reaches 120% or more of the initial conversion price ($26.54 or mare) for 10 of the last 30 trading days of the immediately
preceding fiscal quarter, (2) specified corporate transactions occur or (3) the trading price for the Debentures falls below
certain thresholds. As of January 31, 2005, the debentures became convertible into shares of comman stock at the option of
the holders. The Company’s common stock closed at or above $26.54 for af least 10 of the last 30 trading days of the fourth
quarter of Fiscal 2005. Therefore, the contingency was satisfied. Upon conversion, the Company will have the right to deliver,
in lieu of its commeoen stock, cash or a combination of cash and shares of its common stock. Subject to the above conditions,
each $1,000 principal amount of Debentures is convertible into 45.2080 shares (equivalent o an initial conversion price of
$22.12 per share of common stock) subject to adjusiment.

The Company pays cash interest on the debentures at an annual rate of 4.125% of the principal amount at issuance, payable
on June 15 and December 15 of each year, commencing on December 15, 2003. The Company will pay contingent interest
(in the amounts set forth in the Debentures) to holders of the Debentures during any six-month period from and including an
interest payment dale io, but excluding, the next interest payment date, commencing with the six-month pericd ending
December 15, 2008, if the average trading price of the Debentures for the five consecutive trading day measurement period
immediately preceding the applicable six-month period equals 120% or more of the principal amount of the Debentures.

The Company may redeem some or all of the Debentures for cash at any time on or after Jung 20, 2008 at 100% of their
principal amount, plus accrued and unpaid interest, contingent interest and liquidated damages, if any.

Each holder of the Debentures may require the Company to purchase all or a portion of the holder's Debentures on Jung 15,
2010, 2013 or 2018, at a price equal te the principal amount of the Debentures to be purchased, plus accrued and unpaid
interest, contingent interest and liquidated damages, if any, to the purchase date. Each holder may also require the Company
to repurchase all or a portion of such holder's Debentures upon the occurrence of a change of contral (as defined in the
Debentures). The Company may choose 10 pay the change of contro! purchase price in cash or shares of its common stock
or a combination of cash and shares.

in January 2004, the shelt registration statement filed by the Company for the resale by investors of the Debentures
and their common stock issuable upon conversion of the Debeniures was declared effective by the Securities and
Exchange Commission.

The issuance and sale of the Debentures and the subsequent offering of the Debentures by the initial purchasers were exempt
from the registration provisions of the Securities Act of 1933 pursuant 1o Section 4{2) of such Act and Rule 144A promulgated
thereunder. Banc of America Securities LLC, Banc One Capital Markets, Inc., J.P Morgan Securities Inc. and Wells Fargo
Securities, LLC were the initial purchasers of the Debentures.
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Note 6: Long-Term Debt continued

Deferred financing costs of $2.9 million relating to the issuance were capitalized and are being amortized aver seven years
and are included in other non-current assets on the Consolidated Balance Sheets.

The indenture pursuant to which the Debentures were issued does not restrict 1he incurrence of Senior Debt by the Company
or other indebtedness or liabilities by the Company or any of its subsidiaries.

Note 7: Commitments Under Long-Term Leases

OPERATING LEASES

The Company leases its office space and all of its retail slore locations and transportation equipment under various
noncancelable operating leases. The leases have varying terms and expire at various dates through 2019. The store lgases
typically have initial terms of between 5 and 10 years. Generally, most of the leases require the Company to pay taxes,
insurance, maintenance costs and contingent rentais based on sales. Approximately 4% of the Company's leases contain
renewal options.

Rental expense under operating ieases of continuing operations was:

IN THOUSANDS 2007 2006 2005

Minimum rentals $ 126,833 $ 110,028 $ 94,561
Contingent rentals 5,320 4,668 370
Sublease rentals (744) (768) (1.186)
TOTAL RENTAL EXPENSE $ 131,409 $ 113928 $ 97,1186

Minimurn rental commitments payable in future years are:

FISCAL YEARS IN THOUSANDS
2008 $ 147,167
2009 145,985
2010 136,670
2011 124,231
2012 109,817
Later years 371,058
TOTAL MINIMUM RENTAL COMMITMENTS $1,034,928

For leases that conlain predetermined fixed escalations of the minimurn rentals, the related rental expense is recognized on
a straight-ine basis and the cumulative expense recognized on the straight-line basis in excess of the cumulative payments
is included in other accrued liabilities on the Consolidaied Balance Sheets. The Company occasionally receives
reimbursements from landlords to be used towards construction of the store the Company intends to lease. Leasehold
improvements are recorded at their gross costs including items reimbursed by landiords. The reimbursemnents are amortized
as a reduction of rent expense over the initial lease term. Tenant allowances of $23.7 million and $20.3 million for Fiscal 2007
and 2006, respectively, and deterred rent of $22.3 million and $19.5 million for Fiscal 2007 and 2006, respectively, are included
in defarred rent and other long-term liabilities on the Consolidated Balance Sheets,
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Note 8: Shareho!ders’ Equity continued

Dividends daclared for Eiscal 2007 for the Company's Subordinated Serial Preferred Stock, $2.30 Series 1, $4.75 Series 3 and
$4.75 Series 4, and the Company's $1.50 Subordinated Cumulative Preferred Stock were $256,000 in the aggregate.

CHANGES IN THE SHARES OF THE COMPANY'S CAPITAL STOCK

Non-Redeemable Employees’
Common Preferred Preferred
Stack Stock Stock
Issued at January 31, 2004 22,211,661 101,612 64,326
Exercise oi options 667,461 -0- -0-
Issue shares — Employee Stock Purchase Plan 24,529 -0- -0-
Other 22,206 (803) {1,295)
Issued at January 29, 2005 22,925,857 100,709 63,031
Exercise of options 547,350 -0- -0-
Issue restricted stock 228,594 -0- -0-
Issue shares - Employee Stock Purchase Plan 24978 -0- -0-
Conversion of Series 4 preferred stock 10,985 (7,228) -0-
Other 10,370 (325) (1.628)
Issued at January 28, 2006 23,748,134 93,156 61,403
Exercise of oplions 357,423 -0- -0-
{ssue restricted stock 166,769 -0- -0-
Issue shares — Employee Stock Purchase Plan 9,787 -0- -0-
Shares repurchased (1,062,400) -0- -0-
Other 10,745 {250} (3,075}
Issued at February 3, 2007 23,230,458 92,906 58,328
Less shares repurchased and held in treasury 488,464 -0- -0-
OUTSTANDING AT FEBRUARY 3, 2007 22,741,994 92,906 58,328
Note 9: Income Taxes
Income tax expense from coniinuing operations is comprised of the following:
IN THOUSANDS 2007 2006 2005
Current
u.S. federal $ 41,455 $ 38,486 $ 20,114
Foreign 1,110 231 432
State 6,435 6,192 2,035
Total current income tax expense 49,000 44,909 22,581
Deferred
U.S. federal (4,865) (4,429) 4,442
Foreign (116) 57 (20)
State (1,148) (579) 1,638
Total deferred income tax (benefit) expense (6,129) {5,065) 6,061
TOTAL INCOME TAX EXPENSE $ 42,871 $ 39,844 § 28642

Discontinued aperations were recorded net of income tax expense (benefit) of approximately ($0.4) million, $38,000 and (30.1)
million in Fiscal 2007, 2006 and 2005, respectivaly.

As a result of the exercise of stock options and vesting of restricted stock during Fiscal 2007, 2008 and 2005, the Company
realized an additional income tax benefil of approximately $2.4 million, $3.9 million and $3.3 million, respactively. These tax
benefits are reflected as an adjustment to either additional paid-in capital or deferred tax asset.

In addition, during Fiscal 20086, the Company also realized a federa! income tax benefit of $0.7 million related to stock opticns
exarcised as a result of the Hat World acquisition. As discussed in Note 2, this benefit was accounted for as a decrease to
current taxes payable and a reduction to goodwill.
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Note 6: Long-Term Debt continued

Deferred financing costs of $2.9 million relating to the issuance were capitalized and are being amortized over seven years
and are included in other non-current assets on the Consolidated Balance Sheets.

The indenture pursuant to which the Debentures were issued does not restrict the incurrence of Senior Debt by the Company
or other indebtedness or liabilities by the Company or any of its subsidiaries.

Note 7: Commitments Under Long-Term Leases

CPERATING LEASES

The Company leases its office space and all of its retail store locations and transpartation equipment under various
noncancelable operating leases. The leases have varying terms and expire at various dates through 2019, The store leases
typically have initial terms of between 5 and 10 years. Generally, most of the leases require the Company to pay taxes,

insurance, maintenance cosls and contingent rentals based on sales. Approximately 4% of the Company's leases contain
renewal options.

Rental expense under operating leases of continuing cperations was:

IN THOUSANDS 2007 2006 2005
Minimum rentals $ 126,833 $ 110,028 $ 94,561
Contingent rentals 5,320 4,668 3,701
Sublease rentals (744) (768) {1,186)
TOTAL RENTAL EXPENSE $ 131,400 $ 113,928 § 97116

Minimum rental commitments payable in {uture years are:

FISCAL YEARS IN THOUSANDS
2008 $ 147167
2009 145,985
2010 138,670
2011 124,231
2012 109,817
Later years 371,058
TOTAL MINIMUM RENTAL COMMITMENTS $1,034,928

For leases that contain predetermined fixed escalations of the minimum rentals, the related rental expense is recognized on
a straight-line basis and the cumulative expense recognized on the straight-line basis in excess of the cumulative payments
is included in other accrued liabilities on the Consolidated Balance Sheets. The Company occasicnally receives
reimbursements from landlords to be used towards construction of the store the Company intends to ease. Leasehold
improvements are recorded at their gross costs including items reimbursed by landlords. The reimbursements are amortized
as a reduction of rent expense over the initial lease term. Tenant allowances of $23.7 million and $20.3 million for Fiscal 2007
and 2006, respectively, and deferred rent of $22.3 million and $12.5 million {or Fiscal 2007 and 2006, respectively, are included
in deferred rent and other long-term liabilities on the Consolidated Balance Sheets.
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Note 8: Shareholders’ Equity

NON-REDEEMABLE PREFERRED STOCK

Common
Shares Number of Sharas Amounts in Thousands Convertible No. of
Class (In order of preference)*  Authorized 2007 2006 2005 2007 2008 2005 Ratio Votas
Subordinated serial
preferred
(cumulative}
Aggregate 3,000,000** - - - - - - NfA N/A
$2.30 Series 1 64,368 36,045 36,295 36620 $ 1,442 $ 1452 $ 1465 .83 1
$4.75 Series 3 40,445 17,660 17,660 17,660 1,766 1,766 1,766 2.1 2
$4.75 Series 4 53,764 9,184 9,184 16,412 918 918 1,641 1.62 1
Series 6 800,000 -0- -0- -0- -0- -0- -0- 100
$1.50 subordinated
cumulative
preferred 5,000,000 30,017 30,017 30,017 800 901 900 1
92,906 93,156 100,709 5,026 5,037 5772
Employees’ subcrdinated
convertible
preferred 5,000,000 58,328 61,403 63,031 1,750 1,842 1,891 1.00*** 1
Stated value of issued shares 6,776 6,879 7,663
Employees’ preferred siock purchase accounts (174) (184) (189)
TOTAL NON-REDEEMABLE PREFERRED STOCK $ 6602 3 6695 $ 7474

* In order of preference for liquidation and dividends.
“* The Company's charter permiis the board of directors to issue Subordinated Serial Preferred Stock in as many series, each with as many shares
and such rights ang preferences as the board may designate.
*** Also convertible intp one share of $1.50 Subordinated Cumulative Preferred Stock.

PREFERRED STOCK TRANSACTIONS

Empioyees’

Non-Redeemable  Preferred Siock Total

Non-Redeemable Employess’ Purchase Mon-Redeemable

IN THOUSANDS Preferred Stock  Preferred Stock Accounts  Preferred Stock
Balance January 31, 2004 % 5835 $ 1,930 g (185} $ 7580
Cther (63) {39} {4} (106)
Balance January 29, 2005 5772 1,891 {189) 7,474
Conversion of series 4 (723) -G -0- (723)
Other (12) (49} 5 (56)
Balance January 28, 2006 5,037 1,842 {184) 6,695
Other (11} (92) 10 (83)
BALANCE FEBRUARY 3, 2007 $ 5,026 $ 1,750 $ (174) $ 6,602

SUBORDINATED SERIAL PREFERRED STOCK (CUMULATIVE):

Stated and redemption values for Series 1 are $40 per share and for Series 3 and 4 are each $100 per share plus accumulated
dividends; liquidation value for Series 1 - $40 per share plus accumulated dividends and for Series 3 and 4 - $100 per share
plus accumulated dividends.

The Company's shareholders’ rights plan grants to common sharehoiders the right to purchase, at a specified exercise price,
a fraction of a share of subordinated serial preferred stock, Series 6, in the event of an acquisition of, or an announced tender
offer for, 15% or more of the Company's outstanding common stock. Upon any such event, each right also entitles the holder
(other than the person making such acquisition or tender offer) to purchase, at the exercise price, shares of common siock
having a market value of twice the exercise price. In the event the Company is acquired in a transaction in which the Company
is not the surviving corporation, each right would entitle its holder to purchase, at the exercise price, shares of the acquiring
company having a market value of twice the exercise price. The rights expire in August 2010, are redeemable under certain
circumsiances for $.01 per right and are subject to exchange for one share of common stock or an equivalent amount of
preferred stock at any time after the event which makes the rights exercisable and before a majority of the Company's
common stock is acquired.
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Note 8: Sharehoiders’ Equity continued
$1.50 SUBORDINATED CUMULATIVE PREFERRED STOCK:

Stated and liquidation values and redemgption price — 88 times the average quarterly per share dividend paid on common stock
for the previous eight quarters (if any), but in no event less than $30 per share plus accumulated dividends.

EMPLOYEES' SUBORDINATED CONVERTIBLE PREFERRED STOCK:

Stated and liquidation values - 88 times the average quarterty per share dividend paid on common stock for the previous eight
quariers (if any), but in no event less than $30 per share.

COMMON STOCK:

Common stock — $1 par value. Authorized: 80,000,000 shares; issued: February 3, 2007 — 23,230,458 shares; January 28,
2006 - 23,748,134 shares, There were 488,464 shares held in treasury at February 3, 2007 and January 28, 2006, Each
outstanding share is entitled to one vote. At February 3, 2007, common shares were reserved as foltows: 139,458 shares for
conversion of preferred stock; 1,523,563 shares for the 1996 Stock Incentive Plan; 978,731 shares for the 2005 Stock Incentive
Plan; and 333,722 shares for the Genesco Employee Stock Purchase Plan.

For the year ended February 3, 2007, 357,423 shares of common stock were issued for the exercise of stock options at an
average weighted market price of $18.07, for a total of $6.5 million; 166,769 shares of common stock were issued as restricted
shares as part of the 2005 Equity Incentive Plan; 9,787 shares of common stock were issued for the purchase of shares undar
the Employee Stock Purchase Plan at an average weighted market price of $32.75, for a total of $0.3 million; 19,422 shares
were issued to directars for no consideration; 7,948 shares were withheld for taxes on restricted stock vested in Fiscal 2007,
4,011 shares of restricted stock were forfeited in Fiscal 2007; and 3,282 shares were issued in miscellaneous conversions of
Series 1 and Employees’ Subordinated Convertible Preferred Stock. The 357,423 options exercised were all fixed stock
options (see Note 12). In addition, the Company repurchased and retired 1,062,400 shargs of commen stock at an average
weighted market price of $30.20 for a total of $32.1 miflion,

For the year ended January 28, 2006, 547,350 shares of common stock were issued {or the exercise of stock options at an ..
average weighted market price of $16.16, for a total of $8.8 million; 228,594 shares of common stock were issued as restricted
shares as parl of the 2005 Equity Incentive Plan; 24,978 shares of common siock were issued for the purchase of shares
under the Employee Stock Purchase Plan at an average weighted market price of $20.34, for a total of $0.5 million; 8,500
shares were issued to directors for no consideration; and 12,855 shares were issued in miscellaneous conversions of Series

1, Series 4 and Employees’ Subordinated Convertible Preferred Stock. The 547,350 options exercised include 510,586 shares

of fixed stock cpticns and 36,764 shares of restricted stock {see Note 12).

For the year ended January 29, 2005, 667,461 shares of common stock were issued for the exercise of stock options at an
average weighted market price of $13.66, for a total of $9.1 million; 24,529 shares of common stock were issued for the
purchase of shares under the Emplayee Stock Purchase Plan at an average weighted market price of $14.31, for a total of
$0.4 million; 19,601 shares were issued to directors for no consideration; and 2,605 shares were issued in miscellaneous
conversions of Series 1, Series 3 and Employees’ Subordinated Convertible Preferred Stock. The 667,461 oplions exercised
include 647,461 shares of fixed stock options and 20,000 shares of restricted stock (see Note 12).

RESTRICTIONS ON DIVIDENDS AND REDEMPTIONS OF CAPITAL STOCK:

The Company's charter provides that no dividends may be paid and no shares of capital stock acquired for value if there are
dividend or redemption arrearages on any senior or equally ranked stock. Exchanges of subordinated serial preferred stock
for common stock or other stock junior to such exchanged stock are permitted.

The Company's Credit Facility prohibits the payment of dividends and other restricted payments unless after such dividend
or restricted payment availability under the Credit Facility exceeds $50.0 million or if availability is between $30.0 million and
$50.0 million, the Company's fixed charge coverage must be greater than 1.0 to 1.0. The Company’s management does not
believe its availability under the Credit Facility will fall below $50.0 million during Fiscal 2008.

The June 24 and June 26, 2003 indentures, under which the Company's 4 1/8% convertible subordinated debentures due
2023 were issued, does not restrict the payment of preferred stock dividends. |
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Note B: Shareholders’ Equity continued

Dividends declared for Fiscal 2007 for the Company's Subordinated Serial Preferred Stock, $2.30 Serles 1, $4.75 Series 3 and
$4.75 Series 4, and the Company's $1.50 Subordinated Cumulative Preferred Stock were $256,000 in the aggregate,

CHANGES IN THE SHARES OF THE COMPANY'S CAPITAL S5TOCK

Non-Redeemabla Employees’
Commen Preferred Preferred
Stock Stock Stock
lssued at January 31, 2004 22,211,661 101,512 64,326
Exercise of options 667,461 -0- -0-
Issue shares — Employee Stock Purchase Plan 24,529 -0- -0-
Other 22,208 {803) (1,295)
Issued at January 29, 2005 22,925,857 100,709 63,031
Exercise of options 547,350 -0- -0-
Issue restricted stock 228,594 -0- -0-
Issue shares — Employee Stock Purchase Plan 24,978 -0- -0-
Conversion of Serigs 4 preferred stock 10,985 (7,228) -0-
Other 10,370 (325) (1,628)
Issued at January 28, 2006 23,748,134 93,156 61,403
Exercise of options 357.423 -0- -0-
Issue restricted stock 166,769 -0- -0-
Issue shares — Employee Stock Purchase Plan 9,787 -0- -0-
Shares repurchased {1,062,400) -0- -0-
Other 10,745 (250} (3,075}
Issued at February 3, 2007 23,230,458 92,906 58,328
Less shares repurchased and held in treasury 488,464 -0- -0-
QUTSTANDING AT FEBRUARY 3, 2007 22,741,994 92,906 58,328
Note 9: Income Taxes
Income tax expense from continuing operations is comprised of the following:
IN THOUSANDS 2007 2006 2005
Current
U.S. federal $ 41,455 $ 38,486 $ 20114
Foreign 1,110 231 432
Siate 6,435 6,192 2,035
Total current income tax expense 49,000 44,909 22,581
Deterred
LS. federal ) {4,865) {4,429 4,442
Foreign (116} (57) {20)
State {1,148} (579) 1,639
Total deferred income tax {beneiit) expense (6,129) {5,065) 6,061
TOTAL INCOME TAX EXPENSE $ 42,871 $ 39,844 $ 28,642

Discontinued operations were recorded net of income tax expense (benelit) of approximatety ($0.4) million, $38,000 and ($0.1)
million in Fiscal 2007, 2006 and 2005, respectively.

As a result of the exercise of stock options and vesting of restricted stock during Fiscal 2007, 2006 and 2005, the Company
realized an additional income tax benefit of approximately $2.4 million, $3.9 million and $3.3 million, respectively. These tax
benefits are reflected as an adjustment to either additional paid-in capital or deferred tax asset.

In addition, during Fiscal 2006, the Company also realized a federal income tax benefit of $0.7 million related to stock options
exercised as a result of the Hat World acquisition. As discussed in Note 2, this benefit was accounted for as a decrease {o
current {axes payable and a reduction to goodwill. '
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Note 9: Income Taxes continued

Deferred tax assets and liabilities are comprised of the following:

FEBRUARY 3,  JANUARY 28,

IN THOUSANDS 2007 2006
Identified intangibles $ (21,064) 3§ (20,633
Convertible bonds (5,841) (4,020)
Tax over book depreciation -0- -0-
Total deferred tax liabilities $ (26,905) $ (24,653)
Options 8 -0
Deferred rent 7.656 10,085
Pensions 4,545 7,343
Expense accruals 6,409 4,016
Uniform capitalization costs 2,819 2,324
Book over tax depreciation 6,090 2,846
Provisions for discontinued operations

and restructurings 636 644
Inventory valuation 2,114 525
Tax net operating loss and credit carryforwards 1,010 498
Allowances for bad debits and notes 198 145
Other 4,566 4,253
Deferred tax assets 36,864 32,679
NET DEFERRED TAX ASSETS $ 9,959 $ 8026

The deferred tax balances have been classified in the Consolidated Balance Sheets as follows:

2007 2006
Net current asset $ 12,940 $ 8649
Net non-current liability* (2,981) (623)
NET DEFERRED TAX ASSETS $ 9,959 § 8026

*Included in deferred rent and other long-term liabilities on the Consolidated Balance Sheets,

Reconciliation of the United States federal statutory rate to the Company's effective tax rate from continuing operations
is as follows:

2007 2006 2005
. 8. federal statutory rate of tax 35.00% 35.00% 35.00%
State taxes (net of federal tax benefit) 3.09 3.56 3.09
Previously accrued income taxes .00 .00 (193
Gther 49 32 (.01)
EFFECTIVE TAX RATE 38.58% 38.88% 37.15%

In Fiscal 2005, the Company received a favorable 1ax settlement of $0.5 million and determined approximately $0.2 million of
previously accrued income taxes were no longer required. These amounts are reflected as an income tax benefit in Fiscal 2005.

As of February 3, 2007, the Company had a Federal net operating loss carryforward of $1.5 million, as a result of an acquisition.
Internal Revenue Code Section 382 imposes limitations due to ownership changes.

As of January 29, 2005, the Company had a Federal net operating loss carryforward of $1.9 million, as a result of an acquisition.
Internal Revenue Code Section 382 imposes limitations due to ewnership changes.

As of February 3, 2007 and January 28, 2006, the Company had state net operating loss carrylorwards of $5.7 million and $6.4
mitlion, respectivety, expiring in tax years 2010 through 2026,

As of February 3, 2007 and January 28, 2006, the Company had state tax credits of $0.3 million and $0.3 million, respectively.
These credits expire in tax years 2006 through 2021.

As of February 3, 2007, the Company had foreign tax credits of $0.2 million. These credits will expire in tax year 2017.

Management believes a valuation allowance is not necessary because it is more likety than not that the Company will ultimately
utilize the entire loss carryforwards, credits and other deferred tax assets based on existing carryback ability and expectations
as to future taxable income in the jurisdictions in which it operates.
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Note 10: Defined Benefit Pension Plans and Other Postretirement Benefit Plans
DEFINED BENEFIT PENSION PLANS

The Company spansored a nan-contributory, defined benefit pension plan. As of January 1, 1996, the Company amended the
plan to change the pension benefit formula to a cash balance formula from the then existing benefit calculation based upon
years of service and final average pay. The benefits accrued under the old formula were frozen as of December 31, 1995,
Upon retirement, the participant will receive this accrued benefit payable as an annuity. In addition, the participant will receive
as a lump sum {or annuity if desired) the amount credited to the participant’s cash balance account under the new formula.
Effective January 1, 2005, the Company froze the defined benefit cash balance plan which prevents any new entrants into the
plan as of that date as well as effects the amounts credited to the participants’ accounts as discussed below.

Under the cash balance fermula, beginning January 1, 19986, the Company credited each participants’ account annually with
an amount equal to 4% of the participant's compensation plus 4% of the participant's compensation in excess of the Social
Secuwity taxable wage base. Beginning December 31, 1996 and annually ihereafter, the account balance of each active
paricipant was credited with 7% interest calcutated on the sum of the balance as of the beginning of the plan year and 50% of
the amounts credited to the account, other than interest, for the plan year. The account balance of each participant who was
inactive would be credited with interest at the lesser of 7% or the 30 year Treasury rate. Under the frozen plan, each participants’
cash balance plan account will be credited annually only with interest at the 30 year Treasury rate, not to exceed 7%, until the
participant retires. The amount credited each year will be based on the rate at the end of the prior year.

OTHER FOSTRETIREMENT BENEFIT PLANS

The Company provides health care benefits for early retirees and life insurance benefits for centain retirees not covered by
collective bargaining agreements. Under the health care plan, early retirees are eligible for limited benefils until age 65.
Employees who meet certain requirements are eligible for life insurance benefits upon retiremeni. The Company accrues such
benefits during the period in which the employee renders service.

OBLIGATIONS AND FUNDED STATUS
CHANGE IN BENEFIT OBLIGATION

PENSION BENEFITS OTHER BENEFITS

IN THOUSANDS 2007 2006 2007 2006
Benefit obligation at beginning of year $ 121,943 $ 120,601 $3,927 $3,263
Service cost 250 250 216 205
Interest cost 6,423 6,639 200 197
Plan amendments 51 -0- -0- -0-
Plan participants” contributions -0- -0- 158 150
Benefits paid (9,246) {8,595) (351) 511)
Actuarial {gain) or loss (2,142) 3,048 (199) 623
BENEFIT OBLIGATION AT END OF YEAR $ 117,279 $ 121,943 $3,951 $3.927
CHANGE IN PLAN ASSETS

PENSION BENEFITS OTHER BENEFITS
IN THOUSANDS 2007 2006 2007 2006
Fair value of plan assets al beginning of year $ 98,721 & 92273 $ 0 $ 0
Actual gain on plan assets 9,498 8,043 -0~ -0
Employer contributions 4,000 7,000 193 361
Plan paricipants’ contributions -0- -0- 158 150
Benefits paid (9,246) (8,595) {351) {511)
FAIR VALUE OF PLAN ASSETS AT END OF YEAR $ 102,973 $ 98,721 $ -0 & O
FUNDED STATUS AT END OF YEAR $ 14306 § 23222 $3,951 $3,927
Amounts recognized in the Consolidated Balance Sheets consist of.

PENSION BENEFITS OTHER BENEFITS
IN THOUSANDS 2007 2006 2007 2006
Noncurrent assets $ 0- 3 -0- $ -0 $ -0
Current liabilities -0- -0- 280 -0-
Noncurrent liabilities 14,306 23,222 3,671 2,324
NET AMOUNT RECOGNIZED $ 14,306 $ 23222 $3,951 $2,324
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Note 10: Defined Benefit Pension Plans and Other Postretirement Benefit Plans continued

Amounts recognized in accumulated other comprehensive income consist of:

PENSION BENEFITS

OTHER BENEFITS

IN THOUSANDS 2007 2006 2007 2006
Prior service cost $ 51 $ -0- $ -0- $ -0
Net loss 34,377 42,719 1,317 -0-
TOTAL RECOGNIZED IN ACCUMULATED OTHER
COMPREHENSIVE (INCOME) LOSS $ 34,428 $ 42719 $ 1,317 $ -0
PENSION BENEFITS

__ DECEMBER31
IN THOUSANDS 2006 2005
Projected beneiit obligation $117,279 $121943
Accumulated benefit abligation 117,279 121,943
Fair value of plan assels 102,973 88,721

EFFECT OF ADOPTING SFAS NO. 158

As of February 3, 2007, the Company adopted SFAS No. 158. SFAS No. 158 requires companies ‘o recognize the overfunded
of underfunded siatus of postretirernent benefit plans as an asset or hability in iis Consolidaied Balance Sheets and {o
recognize changes in that funded staius in accumulated other comprehensive loss, net of tax, in the year in which changes
occur. Retroactive application of SFAS No. 158 is prohibited, therefore Fiscal 2007 is presented as required under SFAS No.
158 and Fiscal 2006 is presented as required under the rules prior to SFAS No. 158. The incremental effects of applying SFAS
No. 158 on the Consolidated Balance Sheet at February 3, 2007, was as follows:

BALANCES BEFORE

BALANCES AFTER

ADOPTION OF ADOPTION OF
IN THOUSANDS SFAS NO. 158 ADJUSTMENTS  SFAS NO. 158 !
Deferred rent and other long-term liabilities 3 63,443 $ 802 $ 64245 |
Accumulated other comprehensive lkoss & (20525 $ (802) $& (21327}
Total liabilities $ 323345 $ 802 § 324147
Total shareholders' equity $ 406,028 $ (802) §$ 405226
COMPONENTS OF NET PERIQDIC BENEFIT COST
NET PERIODIC BENEFIT COST
PENSION BENEFITS OTHER BENEFITS
2007 2006 2005 2007 2006 2005
Service cost $ 250 $ 250 $ 2,164 $ 218 $ 205 $ 133
Interest cost 6,423 6,639 6,871 200 197 174
Expectad return on plan assets (7,779) {7,702 (7,492) -0- -0- -0-
Amortization:
Prior service cost -0- -0- (70) -0- -0- -0-
Losses 4,480 4,502 4,015 87 B3 54
Net amortization 4,480 4,502 3.945 a7 83 54
Curtailment gain -0- -(- (605) -0- -(- -0~
NET PERIODIC BENEFIT COST $ 3,374 $ 3,689 $ 4883 $ 503 % 485 § 361

The estimated net loss and prior service cost for the defined benefit pension plans that will be amortized from accumulated
other comprehensive income into net periodic benefit cost aver the next fiscal year are $3.6 million and $7.000, respectively.

CURTAILMENT

The Company's board of directors approved freezing the Company's defined pension benefit plan in the second quarter
ended July 31, 2004, effective January 1, 2005. The action resulted in a curtailment gain of $0.6 million in the second quarer
of Fiscal 2005 which is reflected in the restructuring and other, net line on the accompanying Statements of Earnings.



GENESCO INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 11: Earnings Per Share

For the Year Ended For he Year Ended For the Year Ended

February 3, 2007 January 29, 2006 January 29, 2005
IN THOUSANDS, incoms Shares  Per-5hare  Income Shares Per-Share  Income Shares Per-Share
EXCEPT PER SHARE AMOUNTS {Numerator) (Denoménator) Amount  (Numerator) (Denominalor) Amouni  (Numeraton) (Denominator)  Amount

Earnings from continuing

operations $68,247 $62.626 $ 48,460
Less: preferred

stock dividends (256) 273) (292)

BASIC EPS
Income available 1o
cormmon shareholders 67,991 22646 $3.00 62353 22804 $273 48,168 22008 $2.19

EFFECT OF DILUTIVE SECURITIES
Options 356 463 406
Convertible
preferred stock (1) 167 67 84 37 -0- -0-
4 1/8% convertible
subordinated
debentures 2,415 3,899 2,467 3,889 2,467 3,899
Employees’
preferred stock (2) 60 62 64
DILUTED EPS
Income available to common

shareholders plus assumed
conversions $70,573 27,068 $2.61 $64,904 27265 $2.38 $50,635 26377 3192

(1)The amount of the dividand on the convertible preferred stock per common share oblainable on converston of the convertible preferred stock is
higher than basic eamings per share for Series 4 lor all periods presented, Series 3 dor Fiscal 2005 and Series 1 for Fiscal 2005 and 2006.
Therefore, conversion of Series 4 ¢onvertible preferred stock is nat reflected in diluted earnings per share for all periods presented, Series 3 in
Fiscal 2005 and Series 1 in Fiscal 2005 and 2006, because it wou'd have been antidilutive. The amount of the dividend on Series 3 convertible
preferred stock per commen share obtainable on conversion of the convertible prefermed stock was less than basic earnings pes sharé for Fiscal
2006 and 2007. Therefore, conversion of Series 3 preferred shares were included in diluted eamings per share for Fiscal 2006 and 2007. The
amount of the dividend on Series 1 convertible preferred stock per common share obiainable on conversion of the convertible preferred stock
was less than basic earnings per share for Fiscal 2007, Therefore, conversion of Series 1 prelerred shares were included in diluted eamings per
share for Fiscal 2007. The shares convertible to common stock for Series 1, 3 and 4 preferred stock would have been 29,917, 37,263 and
13,960, respectively, as of February 3, 2007,

{2)The Company's Employees' Subordinated Convertible Preferred Stock is conwertible one for one to the Company's common stock. Because
there are no dividends paid an this stock, these shares are assumed to be converted.

Options to purchase 75,459 shares of common stock at $36.40 per share, 2,378 shares of common stock at $40.05 per

share, 109,681 shares of common stock at $38.14 per share and 851 shares of commen stock at $37.41 per share were

outstanding at the end of Fiscal 2007 but were not included in the computation of diluted earnings per share because

the options’ exercise prices were greater than the average market price of the common shares.

Options to purchase 2,378 shares of common stock at $40.05 per share were outstanding at the end of Fiscal 2006 but
were not included in the computation of diluted earnings per share because the options’ exercise price was greater than
the average market price of the common shares.

Options 10 purchase 32,000 shares of common stock at $32.65 per share were cutstanding at the end of Fiscal
2005 but were not included in the computation of diluted earnings per share because the options' exercise price was
greater than the average market price of the common shares.

The weighted shares outstanding reflects the effect of stock buy back programs. In a series of authorizations from Fiscal
1999-2003, the Company’s board of directors authorized the repurchase of up to 7.5 million shares. In June 2006, the
board authorized an additional $20.0 million in stock repurchases. In August 2006, the board authorized an additional
$30.0 million in stock repurchases. The Comparty repurchased 1,062,400 shares at a cost of $32.1 million during Fiscal
2007. In total, the Company has repurchased 8.2 million shares at a cost of $103.4 million from alt authorizations as of
February 3, 2007.

The Company's stock-based compensation plans, as of February 3, 2007, are described below. Prior to January 29, 2006, the
Company accounted for these plans under the recognition and measurermnent provisions of APB No. 25, "Accounting for Stock
Issued to Employees,” and related interpretations, as permitted by SFAS No. 123,
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Note 10: Defined Benefit Pension Plans and Other Postretirement Benefit Plans continued

Amounts recognized in accumulated other comprehensive income consist of;

PENSION BENEFITS

OTHER BENEFITS

IN THOUSANDS 2007 2006 2007 2008
Prior sesrvice cost $ 51 & -0 5 -0- £ 0
Net loss 34,377 42,719 1,317 -0-
TOTAL RECOGNIZED IN ACCUMUILATED OTHER
COMPREHENSIVE (INCOME}) LOSS $ 34,428 $ 42719 $ 1,317 $ -0-
PENSION BENEFITS

DECEMBER 31
IN THOUSANDS 2006 2005
Projected benefit obligation $117,279  $121,943
Accumulated benefit cbligation 117,279 121,943
Fair value of plan assets 102,973 98,721

EFFECT OF ADOPTING SFAS NO. 158

As of February 3, 2007, the Company adopted SFAS Ne. 158. SFAS No. 158 requires companies to recognize the overfunded
or underfunded status of postretirement benefit plans as an asset or liability in its Consolidated Balance Sheets and to
recognize changes in that funded status in accumulated other comprehensive loss, net of tax, in the year in which changes
occur, Retroactive application of SFAS No. 158 is prohibited, therefore Fiscal 2007 is presented as required under SFAS No.
158 and Fiscal 2006 is presented as required under the rules prior to SFAS No. 158. The incremental effects of applying SFAS
No. 158 on the Consoiidated Balance Sheet at February 3, 2007, was as follows:

BALANCES BEFORE BALANCES AFTER
ADOPTION OF ADOPTION OF
IN THOUSANDS SFAS NO. 158 ADJUSTMENTS  SFAS NO. 158
Deterred rent and other long-term liabilities $ 63,443 $ 802 $ 64245
Accumulated other comprehensive loss & (20,525 $ (B02) $ (21.327)
Total liabilities $ 323345 $ 802 § 324,147
Total shareholders' equity $ 406,028 $ (B02) $ 405226
COMPONENTS OF NET PERIODIC BENEFIT COST
NET PERIODIC BENEFIT COST
PENSION BENEFITS OTHER BENEFITS
2007 2006 2005 2007 2008 2005
Service cost $ 250 $ 250 $ 2,164 $ 216 $ 205 § 133
Interest cost 6,423 6,639 6,871 200 197 174
Expected return on plan assets (7,779) (7,702) (7,492) -0- -0- 0-
Amortization:
Prior service cost -0- -0- (70) -0- -0- -0-
Losses 4,480 4,502 4,015 87 83 54
Net amortization 4,480 4,502 3,945 87 83 54
Curtailment gain -0- -0- {605) -0- -0- 0-
NET PERIQDIC BENEFIT COST $ 3,374 $ 3689 § 4,883 $ 503 $ 485 ¢ 351

The estimated net loss and prior service cost for the defined benefit pension plans that will be amortized from accumulated
other comprehensive income inta net periodic benefit cost over the next fiscal year are $3.6 million and $7,000, respectively.

CURTAILMENT

The Company’s board of directors approved freezing the Company's defined pension benefit plan in the second quarter
ended July 31, 2004, effective January 1, 2005. The action resulted in a curtailment gain of $0.6 million in the second quarter
of Fiscal 2005 which is reflected in the restructuring and other, net ling on the accompanying Statements of Eamings.
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Note 10: Defined Benefit Pension Plans and Other Postretirerent Benefit Plans continued

WEIGHTED-AVERAGE ASSUMPTIONS USED TO DETERMINE BENEFIT QBLIGATIONS

PENSION BENEFITS OTHER BENEFITS
2007 2006 2007 2006
Discount rate 5.75% 5.50% 5.75% 5.50%
Rate of compensation increase NA NA - -
Measurement date 12-31-2006  12-31-2005 2-3-2007 1-28-2006

WEIGHTED-AVERAGE ASSUMPTIONS USED TO DETERMINE NET PERIODIC BENEFIT COSTS

PENSION BENEFITS OTHER BENEFITS
2007 2008 2005 2007 2006 2005
Discount rate 5.75% 5.50% 5.75% 5.75% 5.50% 5.75%
Expected long-term rate of return on
plan assets 8.25% 8.25% 8.25% - - -
Rate of compensation increase NA NA 4.50% - - .

The weighted average discount rate used to measure the benefit abligation for the pension plan increased from 5.50% to 5.75%
from Fiscal 2006 to Fiscal 2007. The increase in the rate decreased the accumulated benefit obligation by $3.1 million and
decreased the projected benefit obligation by $3.1 million, The weighted average discount rate used o measure the benefit
obtigation for the pension plan decreased from £.75% to 5.50% from Fiscal 2005 to Fiscal 2006. The decrease in the rate
increased the accumulated benefit obligation by $3.2 million and increased the projected benefit obligation by $3.2 million.

To develop the expected long-term rate of return on assets assumption, the Company considered historical asset returns, the
current asset allocation and future expectations. Considering this information, the Company selected an 8.25% long-term rate
of return on assets assumption.

ASSUMED HEALTH CARE COST TREND RATES AT DECEMBER 31

2007 2006
Health care cost trend rate assumed for next year 9% 9%
Rate to which the cost trend rate is assumed to decline

{the ultimate trend rate) 5% 5%
Year that the rate reaches the ultimate trend rate 2011 2010

The eftect on disciosed information of one percentage point change in the assumed health care cost trend rate for each future
year is shown below.

1% INCREASE 1% DECREASE

IN THOUSANDS IN RATES IN RATES
Aggregatec service and interest cost $ 86 $ 43
Accumulated postretirement benefit obligation $ 447 $ 375
PLAN ASSETS

The Company's pension plan weighted average asset allocations as of December 31, 2006, and 2005, by asset category are
as follows:

PLAN ASSETS AT DECEMBER 31

ASSET CATEGORY 2006 2005

Equity securities 65% 68%
Debt securities 34% 29%
Other 1% 3%
TOTAL 100% 100%

The investment strategy of the trust is to ensure over the long-term an asset pool, that when combined with company
contributions, will support benefit obligations to participants, retirees and beneficiaries. Investiment management
responsibilities of plan assets are delegated to outside investment advisers and overseen by an Investment Committee
comprised of members of the Company's senior management that is appointed by the Board of Directors. The Company has
an investment policy that provides direction on 1the implementation of this strategy.
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Note 10: Defined Benefit Pension Plans and Other Postretirement Benefit Plans continued

The investrnent policy establishes a target allocation for each asset class and investment manager. The aciual asset allocation
versus the established target is reviewed at least quarterly and is maintained within a +/- 5% range of the target asset
allocation. Target allocations are 50% domestic equity, 13% international equity, 35% fixed income and 2% cash investments.

All investrnents are made solely in the interest of the participants and beneficiaries for the exclusive purposes of providing benefits
to such participants and their beneficiaries and defraying the expenses related to administering the Trust as determined by the
Investment Committee. All assets shall be propery diversified to reduce the potential of a single security or single sector of
securities having a disproportionate impact on the portfolio.

The Committee utilizes an outside investment consultant and a team of investment managers to implement its various investment
strategies. Performance of the managers is reviewed quarterly and the investment objectives are consistently evaluated.

At February 3, 2007 and January 28, 2008, there were no Company related assets in the plan,
CASH FLOWS

Contributions

There was no ERISA cash requirement for the plan in 2006 and none is projected to be reguired in 2007. However, the
Company's current cash policy is to fund the cost of benefits accruing each year (the “normal cost”) plus an amortization of
the unfunded accrued liability. The Company made a $4.0 million contribution in March 2007.

Estimated Future Benefit Payments

Expected benefit payments from the trust, including future service and pay, are as follows:

PENSION BENEFITS OTHER BENEFITS

ESTIMATED FUTURE PAYMENTS {$ IN MILLIONS) _ {$ IN MILLIONS)
2007 9.8 03
2008 9.8 . 03
2000 9.5 03
2010 9.1 03
2011 a1 0.3
2012-2016 42.2 1.4

SECTION 401(K) SAVINGS PLAN

The Company has a Section 401(k) Savings Plan available to employees who have completed one full year of service and are
age 21 or older.

Concurrent with the January 1, 1996 amendment to the pension plan (discussed previously), the Company amended the
401(k) savings plan to make matching contributions equal to 50% of each employee’s contribution of up t© 5% of salary.
Concurrent with freezing the defined benefit pension plan effective January 1, 2005, the Company amended the 401(k}
savings plan to make matching contributions. Beginning January 1, 2005, the Company will match 100% of each employee’s
contribution of up to 3% of salary and 50% of the next 2% of salary. In addition, for those employees hired before December
31, 2005, who were eligible for the Company’s ¢ash balance retirement plan before it was frozen, the Company will make an
additional contribution of 2 1/2 % of salary to each employee's account. Company funds contributed prior to 2002 are not
vested until a participant has completed five years of service. For matching contributions made in calendar 2002-2004,
participants are vested in the matching contribution of their accounts on a graduated basis of 25% a year beginning after two
years of service. Full vesting occurs after five years of service. In cafendlar 2005 and future years, participants are vested
immediately in the matching contribution of their accounts. The contribution expense to the Company for the matching
program was approximately $3.6 million for Fiscal 2007, $3.6 million for Fiscal 2006 and $1.4 million for Fiscal 2005.
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Note 11: Earnings Per Share

For the Year Ended For the Year Ended For the Year Ended
February 3, 2007 January 28, 2006 January 29, 2005

1IN THOUSANDS, Income Shares  Per-Share  Incoma Shares Per-Share  Income Shares Per-Share
EXCEPT PER SHARE AMOUNTS (Numemator) (Denominato) Amount  (Nummeralor) (Denominator)  Amount  [Numerator) {Denominator) — Amount

Earnings from continuing

operations $68,247 $62,626 $ 48,460
Less: preferred

stock dividends {256) (273) (292)

BASIC EPS
Income available to
common shareholders 67,991 22,646 $3.00 62353 22,804 $273 48,168 22,008 $2.19

EFFECT OF DILUTIVE SECURITIES

Options 396 463 406
Convertible

preferred stock (1) 167 67 84 37 -0- Q-
4 1/8% canvertible

subordinated

debentures 2,415 3,899 2,467 3,899 2,467 3,899
Employees’

prefarred stock (2) 80 62 64

DILUTED EPS
Income available to common
shareholders plus assumed
conversions $70,573 27,068 $2.61 $64904 27265 $2.38 $50,635 26377 $1.92

(1)The amount of the dividend on the converiible preferred stack per common share obtainable on conversion of the convertible preferred stock is
higher than basic earnings per share for Series 4 for all periods presented, Series 3 for Fiscal 2005 and Series 1 for Fiscal 2005 and 2006.
Therelore, conversion of Series 4 convertible preferred stock is not reflected in diluted earnings per share for all periods presented, Series 3 in
Fiscal 2005 and Series 1 in Fiscal 2005 and 2008, because it would have been antiditutive. The amount of the dividend on Series 3 convertible
preferred stock per common share oblainable on conversion of the converlible preferrad stock was Tess than basic eamings per share for Fiscal
2006 and 2007, Therefore, conversion of Series 3 preferred shares were included in diluted earnings per share for Fiscal 2006 and 2007. The
amount of the dividend on Series 1 convertible preferred stock per comman share obtainable on conversion of the convertible preferred stock
was less than basic eamings per share for Fiscal 2007. Theretore, conversion of Series 1 preferced shares were included in diluted earnings per
share lor Fiscal 2007. The shares converiible to common stock for Series 1, 3 and 4 preferred stock would have been 29,917, 37,263 and
13,960, respectively, as of February 3, 2007.

{2)The Company's Employees’ Subordinated Convertible Preferred Stock is convertible one for one to the Company's common stock. Because
there are no dividends paid on this stock, ihese shares are assumed to be converted.

Options to purchase 75,459 shares of common stock at $36.40 per share, 2,378 shares of common stock at $40.05 per

share, 109,681 shares of common stock at $38.14 per share and 951 shares of common stock at $37.41 per share were

outstanding at the end of Fiscal 2007 but were not included in the computation of diluted earnings per share because

the options’ exercise prices were greater than the average market price of the common shares.

Options to purchase 2,378 shares of common stock at $40.05 per share were outstanding at the end of Fiscal 2006 but
were not included in the computation of diluted earnings per share because the options’ exercise price was greater than
the average market price of the common shares.

Options to purchase 32,000 shares of common stock at $32.65 per share were outstanding at the end of Fiscal
2005 but were not included in the computation of diluted earnings per share because the options’ exercise price was
greater than the average market price of the comron shares.

The weighted shares outstanding reflects the effect of stock buy back programs. In a series of authorizations from Fiscal
1999-2003, the Company's board of directors authorized the repurchase of up to 7.5 million shares. In June 2008, the
board authorized an additional $20.0 million in stock repurchases. In August 2006, the board authorized an additional
$30.0 million in stock repurchases. The Company repurchased 1,062,400 shares at a cost of $32.1 million during Fiscal
2007. In total, the Company has repurchased 8.2 million shares at a cost of $103.4 million from all autharizaticns as of
February 3, 2007.

The Company's stock-based compensation plans, as of February 3, 2007, are described below. Prior to January 28, 2008, the
Company accounted for these plans under the recognition and measurement provisions of APB No. 25, "Accounting for Stock

Issued 10 Employees,” and related interpretations, as permitted by SFAS No, 123,
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Note 12: Share-Based Compensation Plans

Eflective January 29, 2006, the Company adopted SFAS No. 123(R}, using the modified prospective transition methed. Under
the moditied prospective transition method, compensation cost recognized for Fiscal 2007 includes (i) compensation cost for
all share-based payments granted prior to, but not yet vested as of January 29, 2006, based on the grant date fair value
estimated in accordance with the provisions of SFAS No. 123; and (i} compensation cost for all share-based payments
granied on or after January 29, 2006, based on the grant date fair value estimated in accordance with SFAS Ne. 123(R}. In
accordance with the modified prospective method, the Company has not restated prior period results

STOCK INCENTIVE PLANS

The Company has two fixed stock incentive plans. Under the 2005 Equity Incentive Plan (the “2005 Plan”), effective as of June
23, 2005, the Company may grant options, restricted shares and other stock-based awards to its management personnet as
welt as directors for up to 1.0 million shares of commaon stock. Under the 1996 Stock Incentive Plan (the "1996 Plan™), the
Cornpany could grant options to its officers and other key employees of and consultants to the Company as well as directors
for up to 4.4 million shares of common stock. There will be no future awards under the 1996 Stock Incentive Plan. Under both
plans, the exercise price of each option equals the market price of the Company's stock on the date of grant and an option's
maximum term is 10 years. Opticns granted under both plans vest 25% at the end of each year.

For Fiscal 2007, the Company recognized share-based compensation cost of $4.1 million for its fixed stock incentive plans
included in selling and administrative expenses in the accompanying Consolidated Statements of Earnings. The Company
also recognized a total income tax benefit for share-based compensation arrangements of $1.0 million for Fiscal 2007, The
Comparty did not capitalize any share-based compensation cost.

As a result of adopting SFAS No. 123{R), earnings before income taxes from continuing operations, earnings from continuing
operations and net earnings for Fiscal 2007 were $4.1 million, $3.1 million, and $3.1 million lower, respectively, than if the
Company hagd continued to account for share-based compensation under APB No. 25. The effect of adopting SFAS No.
123(R) on basic and diluted earnings per common share for Fiscal 2007 was $0.14 and $0.11, respectively.

The following table illustrates the effect on net eamings per common share as if the Company had applied the fair value
recognition provisions of SFAS No. 123 for Fiscal 2006 and 2005:

FISCAL YEARS
IN THOUSANDS, EXCEPT PER SHARE AMOUNTS 2008 2005
Net earnings, as reported $ 62,686 $ 48,249
Add:

Stock-based employee compensation expense

inclucled in reported net earnings, net of related tax effects 648 418
Deduct:

Total stock-based employee compensation expense

determined under {air value based method for all

awards, net of related tax effects {3,699) (2.853)
Pro forma net earnings . $ 58,636 $ 45814
Earnings per share:

Basic — as reported $ 2.74 3 218

Basic - pro forma 3 2,60 $ 207

Diluted - as reported $ 2.38 g 19

Diluted - pro forma % 227 $ 182

Prior to adopting SFAS No. 123(R). the Company presented the tax benefit of stock option exercises as operating cash flows.
SFAS No. 123{R) requires thai the cash flows resulting from tax benefits for tax deductions in excess of the compensation cost
recognized for those options (excess tax benefit) be classified as financing cash flows. Accordingly, the Company classified
excess tax benefits of $2.4 million as financing cash inflows rather than as operating cash inflows on its Consclidated
Statement of Cash Flows for Fiscal 2007.

SFAS No. 123(R) also requires companies to calculate an initial “pool” of excess tax benefits available at the adoption date 1o
absorb any unused deferred tax assets that may be recognized under SFAS No. 123{R). The Company has elected {c calculate
the pool of excess tax benefits uncer the alternative transition method described in FASB Staff Position (“FSP") No. 123(R)-3,
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"Transition Election Related to Accounting for Tax Effects of Share-Based Payment Awards,” which also specifies the method
the Company must use to calculate excess tax benefits reported on the Consolidated Statements of Cash Flows.

The Company granted 110,632 shares, 80,973 shares and 555,500 shares of iixed stock options in Fiscal 2007, 2006 and
2005, respectively. For Fiscal 2007, the Company estimated the fair value of each option award on the date of grant using a
Black-Scholes option pricing model. The Company based expecied volatility on historical term structures. The Company
based the risk free rate on an interest rate {or a bond with a maturity commensurate with the expected term estimate. The
Company estimated the expected term of stock aptions using historical exercise and employee termination experience. The
Company does not currently pay a dividend. The following table shows the weighied average assumptions used ic develop
the fair value estimates for Fiscal 2007, 2006 and 2005:

FISCAL YEARS
2007 2006 2005
Volatitity 42.4% 41.5% 59.7%
Risk Free Rate 4.6% 4.4% 4.3%
Expected Term (years) 48 5.2 6.0
Dividend yitelds 0.0% 0.0% 0.0%

A summary of fixed stock option activity and changes for Fiscal 2007, 2006 and 2005 is presented below:

Weighted-Average  Aggregale Intrinsic

Weighted-Average Remaining Value (in
Shares Exercise Price Contractual Term thousands)™

Qustanding at January 31, 2004 1,994,060 $ 15.26
Granted 555,500 24.66
Exercised (647.461) 13.12
Forfeited {8,000) 28.31
Qutstanding at January 29, 2005 1,894,099 $ 18.70
Granted 80,973 36.51
Exercised {510,586) 15.36
Forfeited -0- -0
Qutstanding at January 28, 2006 1,464,486 3 20.84
Granted 110,632 38.13
Exercised {357.423) 18.07
Forfeited (56,909) 22.68

OUTSTANDING AT FEBRUARY 3, 2007 1,160,786 $ 23.25 6.97 $ 20,436

EXERCISABLE AT FEBRUARY 3, 2007 640,312 $ 19.81 6.12 $ 13,478

{1)Based upon the diflerence between the closing market price of the Company’s common stock on the fast trading day of the year and the grant
price of in-the-money options.

The 1otal intrinsic value, which reprasents the difference between the underlying stock’s market price and the option's exercise
price, of options exercised during Fiscal 2007, 2006 and 2005 was $7.3 million, $10.1 million and $8.4 million, respectively.

A summary of the status of the Company’s nonvested shares of its fixed stock incentive plans as of February 3, 2007, are
presented below:

WEIGHTED-AVERAGE

GRANT-DATE
NONVESTED SHARES SHARES FAIR VALUE
Norvested at January 28, 2006 806,848 g 13.11
Granted 110,632 $ 16.42
Vested {340,097) $ 1223
Forfeited {56,909) $ 13.24
NONVESTED AT FEBRUARY 3, 2007 (520,474) $ 1438

As of February 3, 2007, there were $5.6 million of total unrecognized compensation costs related to nonvested share-based
compensation arrangements granted under the stock incentive plans discussed above. That cost is expected to be
recognized over a weighted average period of 1.54 years,
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Cash received from opticn exercises under all share-based payment arrangements for Fiscal 2007, 2006 and 2005 was $6.5
million, $7.8 million and $8.5 million, respectively. The actual tax benefit realized for the tax deductions from opticn exercise
of the share-based payment arrangements ictaled $2.4 million, $3.9 million and $3.3 million for the Fiscal 2007, 2006 and
2005, respectively.

RESTRICTED STOCK INCENTIVE PLANS
Director Restricted Stock

The 1996 Plan provided for an automatic grant of restricted stock to non-employee directors on the date of the annual meeting
of shareholders at which an outside director is first elected. The outside director restricted stock so granted was 10 vest with
respect to one-third of the shares each year as long as the director is still serving as a director. Once the shares have vested,
the director is restricted from selling, transferring, pledging or assigning the shares for an additional two years. The 2005 Plan
includes no automatic grant provisions, but permits the board of directors to make awards {o non-employee directors. The
board granted restricted stock pursuani to the terms of the 2005 Plan io two new non-employee directors in Fiscal 2006 on
substantially the same terms as the automatic awards under the 1996 Plan, except that transfer restrictions are to lapse afier
three years. There were no shares issued in Fiscal 2007. There were 1,370 and 1,198 shares of restricted stock issued to
directors for Fiscal 2006 and 2005, respectively.

In addition, under the 1996 Plan an outside director could elect irrevocably to receive all or a specified portion of his annuat
retainers for board membership and any committee chairmanship for the following fiscal year in a number of shares of
restricted stock (the “Retainer Stock™). Shares of the Retainer Stock were granted as of the first business day of the fiscal year
as to which the election is effective, subject to forteiture to the extent not earned upon the cutside director's ceasing to serve
as a director or committee chairman during such fiscal year, Once the shares were earned, the director was restricted from
selling, transferring, pledging or assigning the shares for an additional four years. Under the 2005 Plan, Retainer Stock awards
were made during Fiscal 2007 and 2006 on substantially the same terms as the grants under the 1996 Plan, except that
transfer restrictions are to lapse three years from the date of grant. For Fiscal 2007, 2006 and 2005, the Company issued 3,022
shares, 2,465 shares and 5,345 shares, respectively, of Retainer Stock.

Also pursuant to the 1996 Plan, annually on the date of the annual meeting of shareholders, beginning in Fiscal 2004, each
outside director received restricted stock valued at $44,000 based on the average of stock prices for the first five days in the
month of the annual meeting of shareholders. For Fiscal 2007, each outside director received resiricted stock pursuant to the
terms of the 2005 Plan valued at $60,000 based on the average of stock prices for the first five days in the month of the annuat
meeting of shareholders. The outside director restricled stock vests with respect 1o one-third of the shares each year as long
as the director is still serving as a director. Once the shares vest, the director is restricted from selting, transferring, pledging
or assigning the shares for an additional two years. For Fiscal 2007, 2006 and 2005, the Company issued 16,400 shares, 8,855
shares and 15,822 shares, respectively, of director restricted stock.

For Fiscal 2007, 2008 and 2005, the Company recognized $0.5 million, $0.3 million and $0.3 million, respectively, of director
restricted stock related share-based compensation in selling and administrative expenses in the accompanying Consolidaled
Staterments of Earnings.

EMPLOYEE RESTRICTED STOCK

On April 24, 2002, the Company issued 36,764 shares of restricted stock to the President and CEQ of the Company under
the 1896 Plan. Pursuant to the ferms of the grant, these shares vesied on April 23, 2005, provided that on such date the
grantee remained continuously employed by the Company since the date of the agreement. Compensation cost recognized
in selling and administrative expenses in the accompanying Consolidated Statements of Earnings for these shares was $0.1
million and $0.3 million for Fiscal 2006 and 2003, respectively. The 36,764 shares were issued in April 2005.

On June 1, 2001, the Company entered into a three year restricted stock agreement with a senior vice president of the
Company. The nurmnber of shares to be issued was 20,000 shares and those shares were issued in June 2004. Compensation
cost recognized in selling and administrative expenses in the accompanying Consalidated Statements of Earnings for these
shares was $0.1 million in Fiscal 2005.
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Under the 2005 Plan, the Company issued 166,769 shares of employee restricted stock in Fiscal 2007. These shares vest 25%
per year over four years, provided that on such date the grantee has remained continuously employed by the Company since
the date of grant. The Company issued 228,594 shares of empltoyee restricted stock in Fiscal 2006. Of the restricted shares
issued in Fiscal 2006, 106,445 shares vest at the end of three years and the remaining shares vest 25% per year over four
years, provided that on such date the grantee has remained continuously employed by the Company since the date of grant.
There were no shares of employee restricied stock issued in Fiscat 2005. The fair value of employee restricted stock is
charged against income as compensation cost over the vesting period. Compensation cost recognized in selling and
administrative expenses in the accompanying Consolidated Statements of Earnings for these shares was $2.9 million and $0.6
million for Fiscal 2007 and 2006, respectively. A summary of the status of the Company's nonvested shares of its employee
restricted stock as of February 3, 2007 are presented below:

WEIGHTED-AVERAGE
GRANT-DATE
NONVESTED SHARES SHARES FAIR VALUE
Nonvested at January 29, 2005 - .
Granted 228,594 $ 36.46
Vested - -
Withheld for federal taxes - -
Forfeited - -
Nonvested at January 28, 2006 228,594 36.46
Granted 166,769 38.13
Vested {21,607) 36.51
Withheld far federal taxes (7,948) 36.51
Forleited {4,011) 36,40
NONVESTED AT FEBRUARY 3, 2007 361,797 $ 3723

EMPLOYEE STQCK PURCHASE PLAN

Under the Employee Stock Purchase Plan, the Company is authorized to issue up to 1.0 million shares of common stock to
qualifying full-time employees whose total annual base salary is less than $80,000, effective Ociaber 1, 2002. Prior to October
1, 2002, the total annual base salary was limited to $100,000. Under the terms of the Ptan, employees could choose each year
to have up ta 15% of their annual base eamings or $8,500, whichever is lower, withheld to purchase the Company’s common
stock. The purchase price of the stock was 85% of the closing market price of the stock on gither the exercise date or the
grant date, whichever was less. The Company's board of directors amended the Company's Employee Stock Purchase Plan
effective October 1, 2005 to provide that participants may acquire shares under the Plan at a 5% discount from fair market
value on the last day of the Plan year. Employees can choose each year to have up to 15% of their annual base earnings or
$9,500, whichever is lower, withheld 10 purchase the Company's comman stock. Under SFAS No. 123(R}, shares issued under
the Plan as amended are non-compensatory. Under the Plan, the Company sold 9,787 shares, 24,978 shares and 24,529
shares to employees in Fiscal 2007, 2006 and 2005, respectively.

STOCK PURCHASE PLANS

Stock purchase accounts arising out of sales to employees prior to 1972 under certain employee stock purchase plans
amounted to $174,000 and $184,000 at February 3, 2007 and January 28, 2006, respectively, and were secured at February
3, 2007, by 9,060 employees' preferred shares. Payments on stock purchase accounts under the stock purchase plans have
been indefinitely deferred. No further sales under these plans are contemplated.

Note 13: Legal Proceedings
ENVIRONMENTAL MATTERS
New York State Environmental Matters

In August 1997, the New York State Department of Environmental Conservation (*NYSDEC”) and the Company entered inic a
consent order whereby the Company assumed responsibility for conducting a remedial investigation and feasibility study
("RIFS") and implementing an interim remediation measure (“IRM") with regard 1o the site of a knitting mill operated by a
former subsidiary of the Company from 1965 to 1969. The Company undertook the IRM and RIFS voluntarily, without admitting
liability or accepting responsibility for any future remediation of the site. The Company has concluded the IRM and the RIFS.
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In the course of preparing the RIFS, the Company identified remedial alternatives with estimated undiscounted costs ranging
from $-0- to $24.0 million, excluding amounts previously expended or provided for by the Company, as described in this
footnote. The United States Environmental Protection Agency, which has assumed primary regulatory responsibility for the site
from NYSDEC, adopted a Proposed Remedial Action Plan (‘PRAP") in February 2007. The PRAR which is subject to
modification, recommends a 6ombinati0n of groundwater extraction and treatment and in-site chemical oxidation at an
estimated present worth cost of approximately $10.7 million.

The Company has not ascertained what responsibility, if any, it has for any contamination in connection with the facility or what
other parties may be liable in that connection and is unable to predict the extent of its fiability, if any, beyond that voluntarily
assumed by the consent order. The Company's voluntary assumgption of certain responsibility to date was based upon its
judgment that such action was preferable to litigation to determine its liability, if any, for contamination related to the site. The
Company intends to continue to evaluate the costs of further voluntary remediation versus the costs and uncenainty of litigation.

As part of its analysis of whether to undertake further voluntary action, the Company has assessed various methods of
preventing potential future impact of contamination from the site on two public wells that are in the expected future path of the
groundwater plume from the site. The Village of Garden City has proposed the installation at the supply welis of enhanced
treatment measures at an estimated cost of approximately $2.6 million, with estimated future costs of up to $2.0 million. In the
third quarter of Fiscal 2005, the Company provided for the estimated cost of & remedial alternative it considers adequate to
prevent such impact and which it would be willing to implement voluntarily. The Village of Garden City has also asserted that
the Company is liable for historical costs of treatment at the wells totaling approximately $3.4 million. Because of evidence
with regard 1o when contaminants from the site of the Company’s former operations first reached the wells, the Company
believes it shouid have no liability with respect to such historical costs.

In December 2005, the LL.S. Environmental Protection Agency ("EPA") notified the Company that it considers the Company a
potentially responsible party (*PRP") with respect to contarination at two Superfund sites in New York State. The sites were
used as fandfills for process wastes generated by a glue manufacturer, which acquired tannery wastes from several tanners,
allegedly including the Company's Whitehall tannery, for use as raw materials in the gluemaking process. The Company has
no records indicating that it ever provided raw materials to the gluemaking operation and has not been able to establish
whether EPA’s substantive allegations are accurate. The Company has joined a joint defense group with other tannery PRP’'s
with respect to cne of the two sites. The joint defense group has developed an estimated cost of remediation for the site and
proposed an allocation of liabilities among the PRP's that, if accepted, is estimated to result in liability to the Company of
approximately $100,000 with respect to the site, There is no assurance that the proposed allocation will be accepted or that
the actual cost of remediation will not exceed the estimate. White the Company presently cannot predict with assurance its
liability, if any, with respect to the second site associated with the glue manufacturer's waste disposal, it does not presently
expect that its aggregate exposure with respect to the two landfill sites will have a material adverse etfect on its financial
condition or results of operations.

Whiteball Environmental Matters

The Company has performed sampling and analysis of sail, sediments, surface water, groundwater and waste management
areas at the Company's former Volunteer Leather Company facility in Whitehall, Michigan.

The Company has submitted to the Michigan Department of Environmental Quality ("MDEQ"} and provided for certain costs
associated with a remedial action plan (the "Plan") designed to bring the property into compliance with regulatory standards
for non-industrial uses. The Company estimates that the costs of resolving environmental contingencies refated 1o the
Whitehall property range from $1.4 million to $5.9 million, and censiders the cost of implementing the Plan to be the most likety
cost within that range. While management believes that the Plan should be sufficient io satisfy applicable regulatory standards
with respect to the site, until the Ptan is finally approved by MDEQ, management cannot provide assurances that no turther
remediation will be requirec or that its estimate of the range of possible costs or of the most likely cost of remediation will
prove accurate.

AGCCRUAL FOR ENVIRONMENTAL CONTINGENCES

Related to all cutstanding envircnmental contingencies, the Company had accrued $5.8 million as of February 3, 2007 and
$5.4 million as of January 28, 2006. All such provisions reflect the Company's estimates ¢f the most likely cost (undiscounted,
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including both current and noncurrent portions) of resolving the contingencies, based on facts and circumstances as of the
time they were made. There is no assurance that relevant facts and circumnstances will nol change, necessitating future
changes to the provisions. Such contingent liabilities are included in the liability arising from provision for discontinued
operations on the accompanying Consolidated Balance Sheets.

OTHER MATTERS

Patent Action

In January 2003, the Company was named a defendant in an action filed in the United States District Court for the Eastern
District of Pennsylvania, Schoenhaus, et al. vs. Genesco Inc., et al., alleging that certain features of shoes in the Company’s
Johnsten & Murphy line infringe the plaintiff’'s patent, misappropriate trade secrets and involve conversion of the plaintiff's
proprietary information and unjust enrichment of the Company. On January 10, 2005, the court granted summary judgment to
the Company on the patent claims, finding that the accused products do not infringe the plaintif's patent. The plaintifis
appealed the surmmary judgment ta the U.S. Courl of Appeals for the Federal Circuit, pending which the trial count stayed the
remainder of the case. On March 15, 20086, the Count of Appeals affirmed the summary judgmant in the Company's faver. In
December 20086, the Company and the plaintiffs settled all remaining claims in the action, which was then dismissed.

California Employment Matters

On October 22, 2004, the Company was named a defendant in a putative class action filed in the Superior Court of the State
of California, Los Angeles, Schreiner vs. Genesco Inc., et al., alteging violations of California wages and hours laws, and
seeking damages of $40 million plus punitive damages. On May 4, 2005, the Company and the plaintifts reached an
agreerment in principie 1o settle the action, subject to court approval and other conditions. In connection with the proposed
settlement, to provide for the setttement payment to the plaintiff class and related expenses, the Company recognized a’
charge af $2.6 million before taxes included in Restructuring and Qther, net in the Cansolidated Statements of Earnings for
the first three months of Fiscal 2006. On May 25, 2005, a second putative class action, Drake vs. Genesce Inc., et al., making
allegations similar to those in the Schreiner complaint on behalf of employees of the Company's Johnston & Murphy division,
was filed by a different plaintiff in the California Supericr Court, Los Angeles. On November 22, 2005, the Schreiner court
granted final approval of the setllement and the Company and the Draka plaintiff reached an agreement on November 17,
2005 to settle that action. The two matters were resolved more favorably to the Company than originally expected, as not all
members of the plaintiff class in Schreiner submitled claims and because the court required that plaintiff's counsel bear the
administrative expenses of the settlement. Consequently, the Company recognized income of $0.9 million before tax, refiected
in Restructuring and Other, net, in the Consalidated Statements of Earnings for the third quarter of Fiscal 2006.

On November 4, 2005, a former employee gave notice to the California Labor Work Force Development Agency ("LWDA") of
a ciaim against Genesco for allegedly failing to provide a payroll check that is negotiable and payabie in cash, on demand,
without discount, at an established place of business in California, as required by the California Labor Code. On May 18, 2006,
the same claimant filed a putative class, representative and private attcrney general action alleging the same violations of the
Labor Code in the Supericr Court of Calitornia, Alameda County, seeking statutory penalties, damages, restitution, and
injunctive relief. The Company disputes the material allegations of the complaint and intends to defend the matter vigorously.

Note 14: Business Segment Information

The Company operales five reportable business segments {not including corporate): Journeys Group, comprised of the
Jourmeys, Journeys Kidz and Shi by Journeys retall footwear chains, catalog and e-commerce operations; Underground
Station Group, comprised of the Underground Station and Jarman retail footwear chains and e-commerce operations; Hat
Waorld Group, comprised of the Hat World, Lids, Hat Shack, Hat Zone, Head Quarters, Cap Connection and Lids Kids retail
headwear chains and e-commerce operations; Johnston & Murphy Group, comprised of Johnston & Murphy retail
operations, catalog and e-commerce operations and wholesale distribution; and Licersed Brands, comprised primarily of
Dockers® Footwear.

The accounting policies of the segments ars the same as those described in the summary of significant accounting policies.

The Company's reportable segments are based on the way management organizes tha segments in order to make operating
decisions and assess performance along types of products sold. Journeys Group, Underground Station Group and Hat World
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Group sell primarily branded products from other companies while Johnston & Murphy Group and Licensed Brands sell
primarily the Company's owned and licensed brands.

Corporate assets include cash, deferred income taxes, deferred note expense and corporate fixed assets. The Company

charges allocated retail costs of distribution 1o each segment and unallocated retail costs of distribution to the corporate

segment. The Company does not allocate certain costs to each segment in order to make decisions and assess performance.
These costs include corporate overhead, stock compensation, interest expense, interest income, restructuring charges and

cther, including litigation.

Fiscal 2007 Underground Johnston
Journeys Station  HatWord & Murphy  Licensed  Corporate

IN THOUSANDS Group Group Group Group Brands & Cther Consolidated
Sales $696,889 $155,069 $342,641 $186,979 $ 79,158 $ 478 $1,461,214
Intercompany sales -0- -0- -0- -0- (7386) Q- (736}
NET SALES TO EXTERNAL CUSTOMERS $696,889 $155,069 $342,641 $186,979 $ 78,422 $ 478 $1,460,478
Segment operating income (loss) $ 83835 $ 3,844 $ 41359 $15337 $ 6,777 ${29,002)$ 122,150
Restructuring and other -0- -0- -0- -0- 0-  (1,108) (1,105}
EARNINGS (LOSS) FROM OPERATIONS 83,835 3,844 41,359 15,337 6,777 (30,107} 121,045
Interest expense -0- -0- -0- -0- -0- (10,488) (10,488}
Interest income -0- -0- -0- -0- -0- 561 561

EARNINGS (LOSS) BEFORE INCOME TAXES

FROM CONTINUING OPERATIONS $ 83835 $ 3,844 $ 41359 $15337 $ 6,777 5(40,034)5 111,118
Total assets $204,218 § 56,385 $282,989 $67,732 $ 22290 $95759 § 729,373
Depreciation 16,294 4,604 10,705 2,957 62 5,684 40,306
Capital expenditures 33,250 4,723 23,722 6,255 85 5,252 73,287
Fiscal 2006 Underground Johnston

Journeys Station HatWorid & Murphy  Licensed Corporate
IN THOUSANDS Group Group Group Group Brands & Other Consoligated
Sales $593,516 $164,054 $2097271 $170015 $ 53,194 $ 290 $1.284340
Intercornpany sales -0 -0- -0- -0- (464) -0- {(464)

NET SALES TO EXTERNAL CUSTOMERS $593,516

$164,054 $297.271

$170015 § 58,730 & 290 $1.283876

Segment operating income (loss) $ 73346 $ 10,890 $ 40,133 $ 10396 $ 4,167 $(23.852)% 115,080
Restructuring and other -0- -0- -0- -0- -0- (2,253} (2,253)
EARNINGS {LOSS) FROM OPERATIONS 73,346 10,890 40,133 10,396 4,167  (26,105) 112,827
interest expense -0- -0- -0- -0- -0- (11,482} (11,482)
Interest income -0- -0- -0- -0- -0- 1,125 1,125

EARNINGS {LOSS) BEFORE INCOME TAXES
FROM CONTINUING OPERATIONS $ 73,346

$ 10,800 § 40,133

$10396 § 4167 $(36462)% 102,470

Total assets $166,890
Depreciation 13,213
Capital expenditures 24,292

§ 57,180 $244,186

4,057
6,913

8,173
21,126

$ 60978 $ 23,207 $133,677 $ 686,118
2,833 47 5,299 34,622
2,443 132 2,040 56,946
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 14; Business Segment Information continued

Fiscal 2005 Underground Johnston

Journgys Station HatWorld  &Murphy Licensed  Corporate
IN THOUSANDS Group Group Group Group Brands & Other Censolidated
Sales $521942 $148,039 $216,270 $162599 § 63,985 $ 323 $1,113,158
Intercompany sales -0- -0- -0- -0- (477} -0 (477)

NET SALES TO EXTERNAL CUSTOMERS $521,942 $148,0390 $216270 $162589 $ 63508 & 323 $1,112,681

Segment operating income (loss) $ 60065 $ 6963 $ 30522 $ 9230 $ 6,075 $(23570)% 89,285

Restruciuring and other -0- -0- -0- -0- -0- (1,221) (1,221)
EARNINGS (LOSS) FROM OPERATIONS 60,065 6,963 30,522 9,230 6,075 {24,791) 88,064
Interest expense -0- -0- -0- -0- 0- (11,373)  (11.373)
Interest income -0- -0- -0- -0- -0- 411 411
EARNINGS (LOSS) BEFORE INCOME TAXES

FROM CONTINUING OPERATIONS $ 60065 $ 6963 % 30522 $ 9230 $ 6075 $(35753)% 77102
Total assets $152,292 § 54216 $2i19795 $62,043 $ 18469 $128756 § 635,571
Depreciation 12,409 3,727 6,599 2,793 112 5,626 31,266
Capital expenditures 10,858 6,051 12,898 3,154 35 6,484 39,480

Note 15: Quarterty Financial Information {Unaudited)

{IN THOUSANDS, EXCEPT ist Quarter 2nd Quarter 3rd Quarter 4th Quarter Fiscal Year
PER SHARE AMOLUINTS) 2007 2006 2007 2006 2007 2006 2007w 2006 2007 g 2006
Net sales $315,018 $286,085 $304,301 $275,168 $364,298 $316,336 $476,861 $406,287 $1,460,478 $1283.876
Gross margin 161,369 146,553 153,390 138,958 181,454 161,511 234,622 205385 730,835 652,407
Earnings before

income taxes

from continuing

operations 17,4800 13,726 10,131» 11,265m 26,431 26,406m 57,0760 51,673 111,118 102,470
Earnings from

continuing

operations 10,666 8,426 5944 6,766 15975 16238 35662 31,186 68,247 62,6:'6
Net earnings 10,477 8,491 5,944 6,766 15,877@ 16,143n0; 35,348112) 31,286¢13 67,646 62,616

Diluted eamings
per common share:

Continuing
operations A1 33 .24 27 .82 82 1.36 1.15 2.61 2.8
Net earnings .40 34 .24 27 62 61 1.35 1.15 2.59 2.08

(1}includes a net restructuring and other charge of $0.1 million (see Note 3).
(2)tncludes a loss of $0.2 million, net of tax, from discontinued operations (see Note 3).
{3)tncludes a net restructuring and other charge of $2.9 million (see Note 3).
(4)Inchudes a gain of $0.1 million, net of tax, from discontinued operations {see Note 3).
(5)includes a net restructuring and other charge of $0.5 million {see Note 3).
(6)Includes a net restructuring and other charge of $0.2 million (see Note 3).
(7)Includes a ned restructuring and other charge of $1.1 million (see Note 3).
(8)Includes a loss of $0.1 million, net of tax, from discontinued operations (see Note 3).
(9 Includes a net resiructuring and other credit of $0.8 million (see Note 3).
{10} Inctudes a loss of $0.1 million, net of tax, from discontinued aperations (see Note 3).
{11)Inctudes a net restructuring and other credit of $0.6 million (see Note 3).
{12)Inctudes a loss of $0.3 million, net of tax, from discontinued operations {see Note 3).
{13)Includes a gain of $0.1 million, net of tax, from discontinued operations (sez Note 3).

{A) 14 week period vs. 13 weeks in prior period.
{B) 53 week period vs. 52 weeks in prior period.
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CORPORATE INFORMATION

ANNUAL MEETING OF SHAREHOLDERS

The annual meeting of shareholders will be held Wednesday,
June 27, 2007, at 10:00 a.m. CDT, at the corporate
headquarters in Genesco Park, Nashville, Tennessee.

CORPORATE HEADQUARTERS

Genesco Park
1415 Murfreeshoro Road — PO. Box 731
Nashvilte, Tennessee 37202-0731

INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

Ernst & Young

150 Fourth Avenue Nerth
Suite 1400

Nashvilie, Tennessee 37219

TRANSFER AGENT AND REGISTRAR

Communications concerning stock transfer, preferred stock
dividends, consolidating accounts, change of address and
lost or stolen stock certiticates should be directed to the
transfer agent. When corresponding with the transfer agent,
shareholders should state the exact name{s) in which the
stock is registered and certificate nurnber, as well as old and
new information about the account.

Compuiershare Phone #: 781-575-2879
Address: Computershare

PQ. Box 43078

Providence, Rhode Island 02940-3078
Private Couriers/Registered mail:

Computershare

250 Royall Street

Canton, Massachusetts 02021
Questions & Inquiries via our Website:

hitp:/fww. computershare.com
Hearing Impaired #: TDD: 1-800-852-9245

INVESTOR RELATIONS

Security analysts, portfolio managers or other investment
community representatives should contact:
James S. Gulmi, Senior Vice President-Finance
and Chief Financial Officer
Genesco Park, Suite 480-P.0. Box 731
Nashville, Tennessee 37202-0731
(615) 367-8325
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OTHER INFORMATION

Certifications by the Chief Executive Officer and the Chief
Financial Officer of the Company pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002, have been filed as exhibits
to the Company's 2007 Annual Report on Form 10-K. The
Chief Executive Officer has submitted to the New York Stock
Exchange (NYSE) the annual CEQ certification for Fiscal
2007 regarding the Company's compliance with the NYSE's
corporate governance listing standards.

FORM 10-K

Each year Genesco files with the Securities and Exchange
Commission a Form 10-K which contains more detailed
information. Any shareholder who would like to receive,
without charge, a single copy {without exhibits), ar who
would like tc receive extra copies of any Genesco
shareholder publication should send a request io:

Claire S. McCall

Director, Corporate Relations

Genesco Park, Suite 490-P.0. Box 731
Nashville, Tennessee 37202-0731

(615) 367- 8283

COMMON STOCK LISTING

New York Stock Exchange, Chicago Stock Exchange
Symbol: GCO

SHAREHOLDER INFORMATION LINE

(Genesco maintains a toll-free sharehcider information line,
1-800-6400-GCO (1-800-640-0426), 10 provide shareholders
with infarmation about the Company.

Shareholders may also request a copy of the Company's
quarerly earnings release at this number. The Company
updates the list of quarterly information recipients annually
and reminds shareholders to call each year the number
above if they wish to remain on the list.
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BOARD OF DIRECTORS AND CORPORATE OFFICERS

Board of Directors

JAMES $. BEARD

Retired President, Caterpillar Financial Services Corporation
Nashville, Tennessee

Member of the audit and finance commitiees

LEONARD L. BERRY

Distinguished Protessor of Marketing

M. B. Zale Chair in Retailing and Marketing Studies

Department of Marketing

Mays Business Schoal

Texas A&M University

College Station, Texas

Member of the compensation and nominating and
governance committees

WILLIAM F. BLAUFUSS, JR.

Consultant

Nashville, Tennessee

Member of the audit and finance committees

JAMES W. BRADFORD

Dean, Owen Graduate School of Management,
Vanderbilt University

Nashville, Tennessee

Member of the finance and nominating and
governance committees

ROBERT V. DALE

Consultant

Nashville, Tennessee

Chairman of the audit and nominating and
governance committees

ROBERT J. DENNIS
President and Chief Operating Officer
Genesco Inc.

MATTHEW C. DIAMOND

Chairman and Chief Executive Officer

Alloy, Inc.

New York, New York

Chairman of the compensation committee, member of the
finance committee

MARTY G. DICKENS

President

AT&T - Tennessee

Nashville, Tennessee

Chairman of the finance committee, member of the
neminating and governance committee

BEN T. HARRIS
Former Chairman
Genesco Inc.

KATHLEEN MASON
President and Chief Executive Officer

Tuesday Morning Corporation

Dallas, Texas

Member of the audit and compensation committees

HAL N. PENNINGTON
Chairman and Chief Executive Officer
Genesco Inc.

WILLIAM A. WILLIAMSON, JR.

Private Investor

Montgomery, Alabama

Member of the compensation and nominating and
governance commitiees

Corporate Officers

HAL N. PENNINGTON
Chairman and Chief Executive Officer
45 years with Genesco

ROBERT J. DENNIS
President and Chief Operating Officer
3 years with Genesco

JAMES §. GULMI
Senior Vice President — Finance and Chief Financial Officer
35 years with Genesco

JAMES C. ESTEPA

Senior Vice President

President and Chief Executive Officer, Genesco Retail Division
22 years with Genesco

JONATHAN D. CAPLAN
Senior Vice President

Chief Executive Officer, Genesco Branded Group
14 years with Genesco
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President, Hat World, Inc.
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Senior Vice President, Secretary and General Counsel
13 years with Genesco
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Senior Vice President — Strategy and Business Development
4 years with Genesco

MATTHEW N. JOHNSON
Vice President — Finance and Treasurer
14 years with Genesco

PAUL D. WILLIAMS
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GENESCO RETAIL STORES AS OF 2/3/07

Alaska
ANCHORAGE LGS (2), JOURNEYS (2)
FAIRBANKS LIDS. JOURNEYS
Alabama
AUBURAN HAT SHACK, JOURNEYS
BIRMINGHAR HAT SHACK, HAT WORLD, LIDS,
JOHNSTON & MURPHY SHOP, JOURNEYS (2),
UNDERGRCUND STATION
DOTHAN HAT WORLD, JOURNEYS
FAJRFIELD UNDERGROUMD STATION
FLORENCE Joumnevs
FOLEY LIDS, JOHNSTON & MUAPHY
OUTLET. JOURNEYS
GADSDEN HAT SHACK
HOMEWOOD JOURNEYS
HOOVER JARMAN SHOE STORE. JOURNEYS, SHI
HUNTSVILLE HAT SHACK_ LIDS. JOURNEYS i3,
UNDERGHOUND STATION
MOBILE HAT SHACK, JOURNEYS, UNDERGROUND
STATION
MONTGOMERY HAT SHACK, JOURNEYS,
UNDERGROUNC STATION
OXFORD HAT SHACK, UNDERGROUNT STATION
SPANISH FORT JOURNEYS
TUSCALOOSA HAT SHACK, JOURNEYS
Alberta
CALGARY HEAD QUARTERS
EDMONTON CAP CONNECTION {3), HEAD
OUARTERS ()
RED DEER ubs
Arkansas
FAYETTEVILLE HAT WORLD, JOURNEYS, JOURNEYS
KDz
FORT SMITH HAT WORLD, JOURNEYS
HOT SPRINGS J0uRNEYS
JONESBORO LIDS. JOURNEYS

NORTH UTTLE ROCK JOURNEYS (), HAT WORLD,

UNDERGROUND STATION
PINE BLUFF HAT WORLD. JOURNEYS
ROGERS HAT WOALD, JOURNEYS

Arizona
CHANDLER JOURNEYS, JOURNEYS KIDZ
FLAGSTAFF J0uRNEYS UDS
GLENDALE L0S, JOURNEYS
MESA JOURNEYS (2, UNDERGROUND STATICN
PHOENIX HAT WORLD {1}, LGS (2, JARMAN SHOE

STORE. JOHNSTON & MURPHY SHOP. JOURNEYS (4).

JOURNEYS KIDZ, UNDERGROUND STATION (2
PRESCOTT JOURNEYS
SCOTTSDALE JOHNSTOR & MURPHY SHOP,

JOURNEYS, JOUPNEYS KIOZ
TEMPE LIDS, JOURNEYS, JOURNEYS KIDZ
TUCSON HAT wWoRLD (1), LIS (2), JARMAN SHOE

STORE, JOURNEYS (2), JOURNEYS 107

British Columbia
BUANAEY uos
KELOWMA HEAD QUARTERS
LANGLEY HEAD QUARTERS
NANAIMO oS
SUAREY Lo
VICTORIA HEAD QUARTERS.

California
ALPINE j0uRNEYS
ANTICCH Ups
ARCADIA LIDS, JOURNEYS
BAKEASFIELD LGS, JOURNEYS,

JOURNEYS KIOZ. SHI
BREA LIDS, JOURNEYS
BURBANK LIDS, JOURNEYS
CABAZON JOHNSTOR & MURPHY QUTLET
CAMARILLO JOHNSTON & MURPHY OUTLET

CANOGA PARK LIDS, JOHNSTON & MURPHY SHOP,
JOURNEYS

CAPITOLA LIDS, JOURNEYS

CARLSBAD LIDS (7). JOHNSTON & MURPHY OQUTLET,
JOURNEYS, UNDERGROUND STATION

CERRITOS LIS, JOURNEYS

CHICO UCS JOURNEYS

CHULA VISTA HAT WORLD, JOURNEYS

CITRUS HEIGHTS JOURNEYS

CITY OF INDUSTRY JOURNEYS

COMMERCE LIDS. JOURNEYS

CONCORD L0S, JOURNEYS

COSTA MESA JOHNSTON & MURPHY SHOP,
JOURNEYS

CULVER CITY DS UNDERGROUND STATION

DALY CITY JOURNEYS

DOWNEY LIDS, JOURNEYS

EL CAJON UDS, JOURNEYS

EL CENTRO LS, JOURNEYS

ESCONDIDO LIDS, JOURNEYS

EUREKA HAT WORLD, JOURNEYS

FAIRFIELD JOURKEYS, UNDERGAOUND STATION

FOLSOM ups

FRESNO L0 JARMAN SHOE STORE

GILROY LIOS JOHNSTON & MURPHY OUTLET

GLENDALE ups

HANFORD LIDS, JOURNEYS

HAYWARD UNDERGROUND STATION

LAKEWOOUD LIDS. JOURNEYS. INDERGROUND
STATION

LONG BEACH LDs

LOS ANGELES LDS (3). JOHNSTON & MURPHY
SHOP, UINDERGACUND STATION

MILFITAS LIDS JOURNEYS

MODESTO LICS, JAAMAN SHOE STORE, JOURNEYS,
JOURNEYS KIDZ

MONTCLAR JOURNEYS. UDS, UNDERGROUND
STANON

MONTEBELLO LIDS, JARMAN SHOE STORE,
JOURNEYS

MONTEREY ups

MORENC VALLEY LIDS, JOURNEYS

HATIONAL CITY LIDS, JOURNEYS, JOURNEYS KIDZ,
LHDERGROUND: STATION

NEWARK DS JOURNEYS

NORTHRIDGE UDS. JOURNEYS, JOURNEYS KIDZ,
UNDERGROUNG STATION

ONTARID UIDS JOURNEYS, JOURNEYS KIOZ

QRANGE uos

PALM DESERT LIS, JOHNSTON & MURPHY SHOP,
JOURMEYS

PALMDALE UDS, JOURNEYS

PISMD BEACH JOURKEYS

PLEASANTON JOURNEYS

AANCHO CUCAMONGA JOURNEYS

REDDING JouRNEYS

REDONDO BEACH UDS, JOURNEYS

RIGCHMOND UNDEAGROLND STATION

RIVERSIDE LIDS. JOURNEYS

ROSEVILLE joumnevs

SACRAMENTC LIDS (3), JOURNEYS (2}

SAUNAS DS 12), JOURNEYS

SAN BERNADINO LIDS, JOURKEYS

SAN BAUNO JoURNEYS

SAN DIEGO UDS 3}, JOHNSTON & MURRHY SHOP,
JCUPNEYS (3)

SAN FRANCISCO UDS 12, JOHNSTON & MURPHY
SHOP

SAN JOSE LOS @), JOURNEYS [2), JOURNEYS KIOZ,
UNDERGROUND STATION

SAN LEANDAOD uns

SAN MATEQ LI0S. JOURNEYS
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SAN RAFAEL JouaneYs
SAN YSIDRQ J0URNEYS
SANTA ANA LIDS, JOURNEYS
SANTA CLARA HAT WORLD. JOURNEYS,
JOURNEYS KIDZ
SANTA MONICA uDs
SANTA ROSA UGS JOUANEYS
SHERMAN DAKS JOURNEYS
SIMI VALLEY JOURNEYS
STOCKTON JOURNEYS
TEMECULA JOURNEYS
THOUSAND QAKS JOUANEYS
TRAGY HAT WORLD, JOURNEYS
TULARE JOURNEYS
VALENCIA JOURNEYS
VENTURA HAT WORLD, JOURNEYS
VISALIA LiDS, JOURNEYS
WEST COVINA DS, JOURNEYS, UNDERGROUNC
STATION
WESTMINSTER LIS, JOURNEYS
YUBA CITY UDS JOURNEYS
Colorado
ALURGRA LIDS 2. JOURNEYS, UNDERGROUND
STATIGN
BRODMFIELD LOS JOUPNEYS
CASTLE ROCK UDS. JOHNSTON & MURPHY
OUTLET, JOURNEYS
COLORADD SPRINGS LIDS(2). JOURNEYS,
UNDERGROUND STATGN
DENVER LIDS, JOHNSTON & MURPHY SHOP,
JOURNEYS (2
FT. COLLINS JOURNEYS
GRAND JUNCTION LIDS. JOURNEYS
GREELEY JOURKEYS
LAKEWOQD LS JOURNEYS
LITTLETON HAT WORLD, JOURNEYS 2)
LONGMONT jourmErs
LOVELAND UDS, JOURNEYS
PUEBLC LIDS, JOURNEYS
SHVERTHOANE JOURNEYS
WESTMINSTER LIDS, JOURNEYS, JOURNEYS KIDZ,
UNDEAGROUND STATICH
Connecticut
CUNTON JOHNSTON & MURPHY OUTLET
DANBURY LIS, JOURKEYS.
FARMINGTON LIS, JCHNSTON & MURPHY SHOP
MANCHESTER ubs, JOuRNEYS
MERIDEN UDS. JOURNEYS
MILFORD LiDS. JOURNEYS, UNDERGROUND STATION
STAMFORD JOHRSION & MURPHY SHOP, JOUANEYS
TRUMBULL LDS, JOURNEYS
WATERBLIRY LIS, JOURNEYS
WATERFORD UDS, JOURNEYS
WESTPORT JOHNSTON & MURPHY SHOP
Delaware
DOVER HAT WORLD, JOURKEYS
NEWARK UOS JOHNSTON & MURPHY
SHOP, JOURNEYS
REHOBOTH BEACH DS, JOURNEYS
WILMINGTON JOURNEYS.
District of Columbia
WASHINGTON DC LIDS, JOHNSTON & MURPHY
SHOP (3)
Florida
ALTAMONTE SPRINGS UDS JOURNEYS
AVENTURA LIGS. JOHNSTON & MURPHY SHOP,
JOURNEYS
BOCA RATON LIDS, JOHNSTON & MURPHY SHOP,
JOURNEYS
BOYNTON BEACH LiDS, JOURNEYS,
UNDERGROUND STATION
BRADENTON JOURNEYS

BRANDON UDS, JOURNEYS

CLEARWATER HAT SHACK, LIOS JOURNEYS

CORAL SPRINGS HAT SHACK, JOURNEYS,
UNDERGROUND STATION

DAYTONA BEACH LIDS, JOURNEYS

DESTIN LIOS, JOHNSTON & MURPHY QUTLET,
JOURNEYS

ELLENTON JOURNEYS, JOHNSTON & MURPHY
OUTLEF

ESTEAQ JOHNSTON & MURPHY OUTLET, JOURNEYS

FT. LAUDERDALE JOURNEYS

FT. MYERS U0 (21, JOUANHEYS, UNGERGROUND
STATION

GAINESVILLE HAT SHACK, LIDS. JOURNEYS
WNDERGROUND STATION

HIALEAH HAT SHACK

JACKSONVILLE HAT SHACK, LIDS (2). JOURNEYS (2).
UNGERGROUND STATICON (2)

JENSEN BEACH JOURNEYS, JARMAN SHOE STORE

KISSIMMEE LIGS. JOURNEYS

LAKE WALES JOURNEYS

LAKELAND HAT WORLD, JOURNEYS

MARY ESTHER HAT SHACK, JOURNETS

MELBOUANRE HAT SHACK, JOURNETS

MERRITT ISLAND JOuRNEYS

MLAMI (AT SHACK, LIBS, JOURNEYS (3), JOURNEYS
KIDZ, UNDERGROUND STATION (4)

MUAMI BEACH JOURNEYS

NAPLES UDS JOUANEYS

OCOEE UDS, JOURNEYS, UNDERGAOUND STATION

ORANGE PARK LDS JOURNEYS

ORLANDO HAT SHACK, LIDS (3). JOHNSTOH &
MURFHY OUTLET, JOHNSTON & MUAPHY SHOP,
JOURNEYS (4], JOURNEYS KIDZ (2), UNDERGROUND
STATION (2}

OVIEDO JOURNEYS

PALM BEACH GARDENS JOHNSTON & MURPHY
SHOP, JOURNEYS.

PANAMA, CITY 1IDS, JOURNEYS.

PEMBROKE PINES LS. JOURNEYS

PENSACOLA U0S JOURNEYS UMDERGAOUND
STATION

PLANTATION JOURNEYS, UDS

PORT CHAALOTTE JOURNEYS

PORT RICHEY HAT SHACK, JOURNEYS

SANFORD HAT SHACK, JOURNEYS

SARASOTA LIDS. JOURNEYS

ST. PETERSBURG JOURNEYS, LIDS,
UNDERGROUND STATION

SUNRISE HAT SHACK, LIS, JOURNETS
UNGERGROUND STATION

TALLAHASSEE HAT SHACK. HAT WORLD, LIDS.
JOURNEYS. (2, UNDERGROLND STATION

TAMPA HAT SHACK, LIDS (21, JOHNSTON & MURPHY
EHOP (), JOURNEYS {3). JOURNEYS KIDZ,
UNDERGROUND STATION

VERG BEACH DS, JOURNEYS

WELLINGTON JOHNSTON & MURPHY SHOP,
JOURNEYS.

WEST PALM BEACH UDS JAFAN SHOE STORE,
JOURNEYS: (2], UNDERGROUND STATION

Georgia

ALBANY JOURNEYS

ALPHARETTA HAT SHACK, LIDS, JOURNEYS

ATHENS HAT SHACK, JOURNEYS

ATLANTA HAT SHACK (3], UIDS (), JARMAN SHOE
STORE (2}, JOHNSTON & MURPHY SHOP (3),
JOURNEYS 3], LINDERGROUND STATION (2

AUGUSTA LIDS, JOURNEYS, UNDERGROUND STATION

BRUNSWICK JOURNEYS

BUFORD HAT SHACK, LIDS, JOURNEYS, JOURNEYS
ez
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GENESCO RETAIL STORES AS OF 2/3/07

CENTERVILLE JOURNEYS
COLUMBUS HAT SHACK, UDS. JOURNEYS,
UNDERGROUND STATION
DALTON JouRnEYs
DARIEN JOHNSTON & MURFHY OUTLET
DAWSONVILLE 008, JOHRSTON & HURPYY
QUTLET
DECATUR LIS, JARMAN SHOE STORE
DGUGLASVILLE HAT SHACK. JOURNEYS
DULUTH HAT SHACK, UDS, JOURNEYS,
UNDERGROUND STATION
KENNESAW HAT SHACK. LIDS, JOURNEYS.
JOURNEYS KIZ :
LAWRENCEVILLE JOURNEYS, UNDERGROUND
STATION
LITHONLA HAT SHACK, JOURNEYS, UNDERGROUND
STATION
MACON HAT SHACK, JOURNEYS. UNDERGROUND
STATION
MORROW LICS (2) UNDERGROUND STATION
ROME LIS, JOURNEYS.
SAVANNAH LIDS (), JOURNEYS (2). UNDERGROUND
STATIGN
UNION GITY UNDERGROUND STATION
VALDOSTA Journers
Hawaii
AIEA LIOS, JOURNEYS
HILO LDS. JOURNEYS
HONGOLULU L0S (). JOURNEYS
KAHULUI LIOS, JOURNETS
KAILUA-KONA uCs
KANECQHE U0S, JOURNEYTS
LAHAINA, uns
UHUE uos
Idaho
BOISE sxouerers
IDAHO FALLS JOURNEYS
TWIN FALLS JOURNEYS
inois
AURCAA LOS (21, JOHNSTON & MURPHY OUTLET,
JOURNEYS (2), UNDERGROLUND STATION
BLOOMINGDALE HAT WORLD, JOUANEYS,
UNDERGROUND STATION
BLODMINGTON HAT WORLD. JOURNEYS
CALUMET CITY LIDS, UNDERGROUND STATION
CARBONDALE JournEYS
CHAMPAIGN LIS, JOURNEYS
CHICAGC LIDS i4). JARMAN SHOE STORE,
JOHKSTON & MURPHY SHOP (2). LNDERGROUND
STATION
CHICAGO RIDGE UnS. JOURNEYS,
UNDEAGROUND STATICH
EVERGREEN PARK LIDS, UINDERGROUND STATICN
FAIRVIEW HEIGHTS JOURNEYS, LIDS.
FORSYTH JouRnEYs
GURNEE uDS. JOURNEYS
JOUET L0, UNDERGROUND STATION
LINCOLNWOOD DS, UNDERGROUND STATION
LOMBARD LIDS, JOURNEYS
MATTESON HAT WORLD
MOLINE HAT wORLD, JOURNEYS
MT, FHQSPECT HaT wORLD
NORRIDGE 1ICS. JARIAAN SHOE STORE,
UNDERGAOUND STATION
NORTH RIVERSIDE LIOS, JOURNEYS,
UNDERGAOUND STATION
NORTHBACOK JOHNSTON & MURPHY SHOP
CAKBROOK JOHNSTON & MURPHY SHOP
ORLANG PARK UGS 2, JOURNEYS, JOURNEYS.
KiDZ
PEORIA UIDS, JOURNEYS
PERU uos

ROCKFORD HAT WORLD, JOUINEYS
SCHAUMBURG LIDS, JOHMSTON & MURFHY SHOP,
JOURNEYS
SPRINGFIELD LI0S, JOURNEYS
VERNON HILLS JOURNEYS, LOS
WEST DUNDEE JOURMEYS, LDS
Indiana
BLOOMINGTON LGS JOURNEYS
CARMEL Lips
CLARKSVILLE HAT WORLD, JOURNEYS
EMINBURGH ups
ELKHART HAT WORLD
EVANSVILLE LIDS, JOURNETS
FT. WAYNE HAT WORLD. JOURNEYS
GREENWOOD L0S, JOURNEYS, LI0S KIDS
INDIANAPOLIS HAT wiORLD 1), UDS, JOHNSTON &
MURPHY SHOP (2], JOURNEYS [2), LIDS KIDS.
UNDERGROUND STATION (2
KOGKOMO LI0S, JOURNEYS
LAFAYETTE HAT WORLD, JOUHINEYS.
MERRILLVILLE LGS, JOUBNEYS, UNDEFGROUND
STATKON
MICHIGAN CITY LDs
MISHAWAKA LIDS, JOURNEYS LIDS KIDS
MUNCIE LiDS, JOURNEYS
PLAINFIELD 103, JOURNEYS
RICHMOND JOURNEYS
TERRE HAUTE LIDS, JOURNES
WEST LAFAYETTE UoS
lowa
AMES JOURNEYS
CEDAH FALLS HaT wORLD
CEDAR RAPIDS JOURNEYS
CORALVILLE 1D, JOURNEYS
COUNCIL BLUFFS JOURNEYS
DAVENPORT LS, JOUANEYS
DES MOINES JousNevs (21
DUBLIQUE JOURNEYS
SIOUX CITY JOURNEYS
WATERLCO JOURNEYS
WEST DES MOINES JOURNEYS (2}
Kansas
LAWRENCE ups
MANBATTAN LIS, JOURNEYS
CLATHE UDS, JOURNEYS
OVERLAND JOHNSTON & MUFPHY SHOP
CVERLAND PARK LIS, JOHPSTON & MURPHY
SHOP, JOURNEYS
SALINA JOURNEYS
TOPEKA LIDS, JOURNEYS
WICHITA LIDS t2), JOURNEYS (31, UNDERGROUNG
STATION
Kentucky
ASHLAND JOURNEYS
BOWLING GREEN HAT wORLD. JGURNEYS
FILORENCE HAT WORLD, JOUFNEYS
HEBRON JOHNSTON & MURPHY SHOP
LEXINGTON HAT WORLD, LIDS, JOURNEYS.
JOURNEYS KIDZ
LOUISVILLE LDS (2. JOHNSTON § MURPHY SHOP.
JOURNEYS, UNDERGROUND 5 ATION (21
NEWPORT JOURNEYS
OWENSBORC JOURNEYS
PADUCAH HAT WORLD, JOURINEYS
Louisiana
ALEXANDALA UDS. UNDERGROUND STATION
BATON ROUGE HAT SHACK, LIDS (2), JOMNSTON &
MUAPHY SHOP, JOURNEYS. JOLRNEYS WIGZ.
UNDERGROUND STATION
BOSSIER CITY LDS, JOURNE /S, LMDERGROUND
STATION
HOUMA JOURNEYS

KENNER HAT SHACK, JARMAN SHOE STORE. JOURNEYS.
LAFAYETTE LIDS. JOURNEYS
LAKE CHARLES UIDS, JOURNEYS, UNDERGROUND
STATION
METAIAIE JOHNSTON & MURPHY SHOP
MGNROE LIDS. JOURNEYS. JOURNEYS KIDZ.
UNDERGROUNE STATION
NEW ORLEANS LS
SHREVEPCRT JOURNEYS
SLIDELL JOURNEYS
Maine
BANGOR L5, JOURNEYS
SOUTH PORTLAND LD, JOURNEYS
Manitoba
WINNIPEG CaP CONNECTION
Maryland
ANNAPOLIS LIDS, JOHNSTON & KURPHY SHOP.,
JOURNEYS, JOURNEYS KIDZ
BALTIMORE LIS (), JARMAN SHOE STORE,
JICHNSTON & MURPHY SHOP (2), JOURNEYS,
JOAIRESE TS KIDZ, WNDERGRCAIND STATION,
BEL AIR LIDS. JOUANEYS
BETHESDA L05. JOURNEYS, UNDERGROUND
HTATION
COLLUMBLA LIOS, JOHNSTON & MURPHY SHOP,
JOURNEYS
FREDERICK HAT WORLD. JOURNEYS
GAITHERSBURG LIDS, JOURNEYS, UNDERGROUND
STATION
GLEN BURNIE LiDS, JOURNEYS
HAGERSTOWN HAT WORLD, JOHNSTON & MURPHY
OUTLET, JOURNEYS
HANDVER LIOS. JARMAN SHOE STORE, JOURNEYS
HYATTSVILLE LDS, UNDERGRCXUND STATION
OWINGS MILLS UNDERGROUND STATION
QUEENSTOWN JOHNSTON & MURPHY OUTLET
SALISBURY HAT WORLD. JOURNEYS
TOWSCON HAT WORLD, JOURNEYS
WALDORF HAT WORLD, UNDERGROUND STATION
WESTMINSTER JOURNEYS
WHEATON HAT SHACK, LIS, JOURNEYS.
UNDERGROUND STATION
Massachugetts
ALBURN LIDS, JOURNEYS
BOSTON LIS, JOHNSTON § MURPHY SHOP (2
BFAINTREE /DS, JOHNSTON 3 MURPHY SHOP,
JOURNEYS, UNDERGROUND STATION
BROCKTCN UNDERGROUMO STATION
BURLINGTON LIDS, JOHNSTON & MURPHY SHOP,
JOURNEYS.
CAMBRIDGE LIDS. JOURNEYS
CHESTNUT HILL JOHRETON & MURPHY SHOP
DARTMOLITH LDS. JOURNEYS
EAST BOSTON HAT WORLD, JOHNSTON & MURPHY
SHOP
HADLEY ups
HANOVER LIDS. JOURNEYS
HOLYOKE LD, JOURNEYS, UNDERGROUND
STATION
HYANNIS LIDS. JOURNEYS
KINGSTON L0S, JOURNEYS
LANESBORO LIDS, JOURNEYS
LEE JOHNSTON & MURPHY GUTLET
LEOMINSTER LDS, JOURKEYS
MARLBORGC LIOS, JOURNEYS,
NATICK LS, JOURNEYS
NORTH ATTLEBORO LES. JOURNEYS,
UNOERGROUND STATION
PEABODY LIDS. JOURNEYS
SAUGLS DS, JOURNEYS, UNDERGROUND STATION
SFRAINGFIELD JOURNEYS
SWANSEA un3
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TAUNTON LIS, JOURNEYS
WATERTOWN UNDERGROUND STATION
WRENTHAM UIDS. JOHNSTON & MURPHY QUTLET,
JOURNEYS.
Michigan
AN ARBOR UGS, JOHNSTON & MURPHY SHOP,
JOURNEYS
AUBURN HILLS LS, JOURNEYS, UNDERGROUND
STATION
BATTLE CREEK HAT WORLD, JOURNEYS
BIRCH RUN JouURNETS
DEARBORN LIS, JOHNSTON & MURPHY SHOP,
LUNDERGROUND STATION
FLINT 105, JOURNE YS, UNDERGROUND STATION
FORT GRATIOT HAT WOALD. JOURNEYS
GRAND RAPIDS LI0S, JOHMSTON & MURPHY SHOP,
JOURNEYS.
GRANDVILLE HAT WORLD, JOURNEYS
GREEN CAK TOWNSHIP JOURNEYS
HARPER WOODS UDS, URDERGROUMD STATION
HOWELL DS, JOURNEYS
JACKSON Hat woRLD
LANSING LIDS, JOURNEYS, KOS TCHEK'S.
LIVONLA JOHNSTON & MURPHY SHOP
MIDLAND HAT WORLD
MUSKEGON JOURNEYS
NOVI UBS, JOHNSTON & MURPHY SHOP, JOURNEYS
OKEMOS HAT WORLD, JOURNEYS
PORTAGE HAT WORLD, JOURNEYS
ROSEVILLE LIDS, UNDERGROUND STATION
SAGINAW HAT WORLD, JOURNEYS, UNDERGROUND
STANON
SOUTHFIELD HAT ZONE UNDERGROUND STATION
STEAUNG HEIGHTS LIDS, JOHNSTON & MURPHY
SHOP, JOURNEYS, UNDERGROUND STATION
TAYLOR LIDS. JOURNEYS, UNDERGROUND STATION
TRAVERSE CITY LDS, JOURNEYS
TRCY LIDS, JOHNSTON & MURPHY SHOF, JOURNEYS,
LNDERGROUND ETATION
WESTLAND UDS, JOURNEYS, UNDERSROUND
STATION
Minnasota
ALBERTVILLE LIDS. JOURNEYS
BLAINE JOURNEYS
BLOOMINGTON HAT WORLD, HAT ZONE, UDS @),
JOHNSTON & MURPHY SHOPR, JOURREYS, JOURNEYS
KIDZ. SHI, UNDERGAOUND STATION
BROOKLYN CENTER JOURNETS
BURNSVILLE LDS, JOURNEYS
CULUTH LIDS. JOURKEYS
£DEN PRAIRIE JoURNEYS
MANKATD JOURNEYS
MAPLE GAGVE JOURNEYS
MAPLEWOOQD JoummeYS
MINNETONKA LIDS, JOURNEYS
ROCHESTER LOS. JOURNEYS
ROSEVILLE HAT wORLD, JOURNEYS
ST. CLOUD HAT WORLD, JOURNEYS
ST, PALL LIOS {24, JOHHETON & WLIRPHY SH0P
WOODBURY JOURNEYS.
Mississippi
BILOXI HAT SHACK, JOURNEYS, UNDERGRCUND STATION
GREENVILLE JOURNEYS
HATTIESBURG HAT SHACK, JOURMNEYS
JACKSON HAT wOALD, UNGERGROUND STATION
MERICIAN HAT SHACK
RIDGELANE! HAT WOALD, JOURNEYS
SOUTHAVEN JOURNEYS
TUPELQ LIDS. UNDERGROUND STATION
Missouri
BRANSON LUS, JOUWRNEYS
CAPE GIRARDEAL LIDS. JOURANEYS.
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CHESTERFIELD LIDS. JOHHYTON I MURPHY SHDP,

JOKSETS

COLUMBIA LD, JCURNEYS

DES PERES LIDS. JOURNEYS, JOURNEYS kIO, St
FLOAISSANT U0, LHOERGAOUNG STATION
HAZELWOOD 108, JOURNETS

INDEPENDENCE LICS JOURNEYS, JOURPEYS KILZ

JOPUN HAT wORLD, JOURRETS
KANSAS CITY LIOS, JONSTON & MURPHY SHOP,
JOURNEYE.
TSAGE BEACH JOMNSTON & wjRirts CATLET,
JOUFRETS
SPRINGFIELD U0S, JOURNEYS
ST. ANN HAT ZONE [2). JOURNETS, UNDERGROUND
STATION
&7, JOSEPH JouRneYs
ST, LOUIS HAT WORLD, LIDS (7). JOHNSTON &
MUAPHY SHOP (2], JOURNEYS (3], JOURNEYS KIDZ,
UNOERGROUND STATICN (2
ST. PETERS JOURNEYS, JOURNEYS KINZ, SHi
Montana
BILLINGS LID%, JOURNEYS
BOZEMAN uoa
MISSOULA JOURNEYS
Nebraska
LINCOLN uDs, JourReYs @)
CMAHA HAT WORLD, LIDS (21, JOURNEYS (2
Nevada
HENDERSOM JOURMEYS JOURNEYS KIDZ

LAS VEGAS uDS . JOHNSTON & MURPHY OUTLET,

JOHNSTON & MURPHY SHOP. JOURNEYS 5]
JOUSMEYS KIDZ, UNDERGROUND STATION

PRIMM JOURNEYS

RENQ JouRrEYs @

New Hampshire

CONCORD L0S JOURNEYS

MANCHESTER LIOS. JOURKEYS

NASHUA LIS, JOURNEYS

NEWINGTON L03 JOURNEYS

NOATH CONWAY JOURNEYS

SALEM U0S, JOuRHEYS

New Jarsey

BRIDGEWATER LI0S, JOHNSTOM & MURPHY SHOP,
JOURNEYS

BURLINGTON UNDERGROUND STATION

CHERRY HILL U0S, JOHeeSTON & MURPHY SHOF,
JOURNETS, UNDERGROUND STATION

DEPTFORD LICS. JOURNEYS, JOURNEYS KIDZ

EAST BRUNSWICK LIOS, JOURNEYS.

EATONTOWN LIOS, JOURHEYS UNDERGROUND:
STADON

EDISON wos

ELIZABETH HAT SHACK, LIS, JOURNEYS,
JOURNEYS KIDZ

FREEHOLD AT WORLD, JOURNETY

JERSEY CITY L8 JOUANEYS. UNDERGROUND
STATON

LAWRENCEVILLE LIDS, JOURNEYS,
UNDERGROUNG STATION

LIVINGSTON LIDS. JOURNEYS.

MARLTON JoussETs

MAYS LANDING UIDS. JOURNEYS, LNOERGROLND
STATION

MOORESTOWN UDS, JOURNEYS

NEWARK HAT WORLD, JOHRSTON & MURPHY 5HOP

PARAMUS UDS 0, JOURRETS, SOUPHETS KIDZ,
UNDERGROUND STATION

PHILLIPSBURG HAT wOALD

ROCKAWAY LIS, JOURNEYS, SH

SHOAT HILLS JOHNSTON & MURPHY SHOP

TOMS AVER LOS, JOURNEYS

VINELAND UNDERGROUND STATICN

WAYNE LIDS. JAPMAN SHOE STORE, JOURNEYS.
UNDERGROUNG STATION

WOODBRIDGE LD, JOURNEYS, UNDERGROUND
STATION

Hew Mexico

ALBUCHUERQUE LIDS, JOURNEYS (), JOURNEYS
KIDZ (2), UNCERGROUND STATION @

CLOVIS JouREYS

FARMINGTON JOURNEYS

GALIRIF JOURNEYS

LAS CAUCES JOURNEYS

SANTA FE JOHNSTON & MURPHY QUTLET, JOURNEYS

New York

ALBANY LGS (7), JOURNEYS, UNDERGROUNG
STATION

AMHERST HAT wORLD, JOURNEYS

AUBURN JOURNETS

BAY SHORE LIDS. JOURNEYS

BRAONX Lps

BADCKLYN L0S {2, UNDERGROUND STATION (2

BUFFALG L0S, JOUANEYS (2), UNDERGROUND
STATION

CENTRAL YALLEY LIOS, JOMNSTON & WMURPHY
OuTLET

CLAY JouRHEYS

DEWITT JourHeYS.

ELMHUIAST L0, JOURNEYS. LNCERGROUND
STANOH

FLUSHING u0s

GARDEN CITY UI0S. JOHNSTON & WMURPHY S0P,
JOURNEYS, JARMAN SHOE STORE

GREECE JourneYs

HICKSVILLE LIDS, JOURNEYS

HORSEHEADS LDS. JOURNEYS

FUNTIHGTON STATION JOHSTON 1 WRFPYY
SHOP

JOHNSON CITY LIDS, JOURNEYS

KINGSTON w5, JOURNEYS

LAKE GAOVE L0S, JOURNEYS,
JOURHETS RDZ

MASSAPEQUA LIDS, JOURNEYS

MIDOLETOWN LIDS, JOURNEYS

NEW HARTFORD LIOS, JOURNEYS

NEW YORK LI05 (7). JOHNSTON & MURPHY SHOP
@), JOIRNEYS (2}

NIAGARA FALLS LIOS, JOHNSTON & MURPHY
OUTLET

PLATTSBURGH LIDS, JOURNEYS

POUGHKEEPSIE UDS, JOURNETS

RIVERHEAD LI0%. JOURNEYS

ROCHESTER LIDS (21, JOURNEY'S, UNDERGROUND
STATION

ROTTERDAM JOURNEYS

SARATOGA SPRINGS HAT WORLD, JOURKEYS:

SCHENECTADY uDs

STATEN [SLAND LIDS, JOURNEYS, UNDERGROUHD
STANON

SYRACUSE uDs, JOURNEYS

VALLEY STREAM LIDS, UNDERGROUND STATION

VICTOR UDS, JOHNSTON & MURPHY SHOP.
JOLANEYS.

WATERLOO LS, JOURNEYS

WATERTOWN oS

WEST NYACK JOURNEYS, LIDS, UNDERGROUNE
STATION

WHITE PLAINS L10S (. JOURNEYS,
UNDERGROUND STATION

YORKTOWN HEIGHTS LDS JOURNEYS

North Carolina

ASHEVILLE LS, JOURNEYS. UNDERGROUND
STATION

BURMINGTON XOurners

CARY HAT SHACK_ LIS, JOURNEYS

CHARLOTTE LIOS ), JOMNITON b MURPHY 5HOP
). JOUPMEYS (23, UNOERGROUND STATION &)

CONCORD HaT SHACK. LIS JOURNEYS 23

DURMAM L0t e,
UMDERGROUND STATION

FAYETTEVILLE UDS. JOURNEYS. JOURNEYS KIDZ,
UNDEAGACUND STATION

GASTONIA HAT WORLD, JOURHEYS

GOLDSACRY Jousrexs

GREENSBORD RAT SHACK, LIDS, JARIAAN SHOE
STORE, JOHNSTON & MURPHY SHOP. JOURNEYS,
UNDEPGROLNG STATCN

GREENVILLE UNDERGROUND STATION

HIGKCIRY AT SHACK, JOURNEYS

HIGH POINT HaT woALD

JACKSONVILLE LIDS. JOURNEYS, UNDERGROUHD
STAION

PINEVILLE HAT SHACK, LIDS, JOURNEYS,
UNDERGAQUMD STATION

FALEXGH HAT SHACK, LIDS, JOHNSTOH & MURPHT
SHOF, JOURNETS (2). JOURNEYS KIDZ

AOCKY MOUNT LIOS, UNDERGROUND ETATION

SMITHFIELD Jounwers

WILMINGTON U0S. JOURNEYS

WINSTON-SALEM LS. JOURNEYS. JOURNEYS
IOZ. UNDERGROUND STATION

North Dakota

BISMARCK 1105, JOURNEYS
FARGO XrFwEYS

GRAND FORKS uDS. soumsicys
MINOT JOuRrEYS.

Ohio
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AKRON LDS 2). JOURNEYS 2

BEACHWOOD JOWSTON & MUBPHY S0P

BEAVERCREEK HAT WORLD, JOURNEYS

CANTON LDS. JOURNEYS

CINCINNATI HAT WORLD, HAT ZONE. LIDS (2).
JOLFINEYS. (4], JOURNEYS KIDZ. LUNDERGROUND
STARON &

CLEVELAND LDS ). JOHNSTON £ MUAPHY SHOF 2)

COLUMBLS HAT WORLD, LIOS (2, JOHNSTON &
MUSIPHY SHOP, JOURNEYS, UNDERGROUND
STANON

DAYTON HAT WORLD (21, JOURNEYS

DUBLIN HAT ZOME, JOURNEYS

ELYRIA LS, JOURNEVS

FINDLAY JOURNEYS

HEATH HAT WORLD, JOURNEYS.

JEFFERSONVILLE JOHHSTON & MURPHY QUTLET,
JOLFHEYS

LANCASTER HAT wORLD, JOURNEYS

UIMA LIDS, JOURKEYS

MANSFIELD HAT wORLD, JOURNEYS

MENTOR LO8. JOURNEYS

NEW PHILADELPHIA HaT woRLD

NILES JOURNEYS, HAT WORLD

NORTH OLMSTED 4105, JOURMEYS

PARMA UDS, JOURNEYS

RICHMOND HEIGHTS UNGERGROUND STARCH

SANDLISKY LIDS, JOURHEYS.

SPRINGFIELD LS, JuAnEYS

ST. CLAIRSVILLE HaT woALD

STRONGSVILLE LIOS, JOHNSTON & WURPHY SHOP,
JOURNEYS.

TOLEDOC LIDS. JOURNEYS, SH UNDERGROUND
STATION

WESTLAKE JOURNEYS

YOUNGSTOWN LIOS, JOURNEYS

ZANESVILLE HAT wORLD

Oklahorna

BARTLESVLLE JourMEYS

LAWTON uDsS, JOURHEYS

NORMAN LIDS JOURNEYS

OKLAHOMA CITY HAT WORLD, LIDG 2.
JOAFHEYS [, JOURHETS K01

SHAWNEE JoURNEYS

TULSA UDS @, JOURNEYS {2), JOURHEYS 1002,
LNOERGROUMD STANON

Ontario

TBARFIE L0 CONMECTION
CAMBRIOGE HEAD OUMATERS
GUELPH Los

HAMILTON HEA QUARTERS
MISSISEAUGA HEAD QUARTERS (2)
NEWMARKET HEAD CAARTERS
SCARBORQUGH HEAD DUARTERS
SUDBURY Los

TORONTO HEAD QUARTERS
VAUGHN HEAD QUARTERS
WINDSOR HEAD DUARTERS

Oregon

EUGENE LIDS, JOURNEYS
MEDFORD HAT WORLD, JOUREYS
POATLAND DS @, JOURKEYS (2
SALEM LIDS, JOURKEYS

TIGARD LDS. JOURREYS
WOODBURN U0s. SIURNEYS

Pennsylvania

ALTOOMNA UDS. JOUPNEYS

BENSALEM LD0S. JOURNEYS

CAMP HILL HAT WORLD, JOURNEYS

CENTER VALLEY L0S, JOHRSTON & MURPHY
SHOP, JOURNEYS

DHCKSON CITY JousHEYS

ERIE HAT wORLD, JOURNEYS

EXTON LS. JOURNEYS

GREENSBURG HAT WORLD, JOURNEYS

GROVE CITY JOHNSTON & URPHY QUTLET,
JOURNEYS

HARRISBURG LGS, JOURNETS 1)

HOMESTEAD JOURNEYS

KING OF PRUSSIA LIDS, JOHNSTON & MURPHY
SHOP, JOURNEYS, JOURNEYS KIOZ

LANCASTER LiDS (2, JOHNSTON & MURPHY
OUTLET, JOURNETS )

LANGHORN UDS, JOURNEYS. JOURKEYS KIDZ

MEDIA LIS, JOURNEYS, UNDERGROUND STATION

MONACA HAT WORLD, JOURNEYS

MOMROEVILLE LICS, JOHHSTON & MURPHY SHOP,
JOUPHETS

NOATH WALES LIDS, JOURNEYS, JOURNEYS KIDZ

PHILADELPHUA LIDS £7). JOHNSTON & MURPHY
SHOP. UNCERGROUND STATICH (2)

PITTSBURGH 05 ¢ JOHNSTON & MURPHY SHOP
£ JOURKIEYS {0,

PLYMOUTH MEETING JOURNEYS

POTTSTOWN HaT wORLD

ROBINSOMN HAT woRLE

SCAANTON LS @), JOURNEYS

SELUNSGROVE HAT WORLD

SPHINGFIELD Los

STATE COLLEGE HAT WORLD: JOLRHEYS.

STROUDSBURG LGS, JOUANETS

TANNERSVILLE JOHNSTON & MURPHY OUTLET

TARENTUM LGS, JOURNEYS

UNSONTOWN HAT wOALD

UPPER DARBY Lios

WASHINGTON HaT wORLD

WEST MIFFLIN LIDS (2). JOURNEYE,
LMOERGROUND STATION

GENESCO INC. AND SUBSIDIARIES
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WHITEMALL L0
WILKES-BARRE HAT WORLD. JOURNEYS
WILLOW GROVE HAT WOALD, KAFSETS
WYOMISSING DS
YORK JOURRETS
Puerto Rico
AGUADILLA sousneys
BAACELONETA LIDS, JOUFNETS
BAYAMON L0823, JOURNEYS @
CAGUAS L10S £3), JOUANEYS ()
CANQVANAS 03, JOURNEYS
CAROLINA UDS. JOURHEYS. LNDERGROUND
STATON
GUAYAMA JCURNEYS
HATILLO LIS, JOURNETS
HATO REY JOURHEYS
HUMACAD LIDS. JOURNEYS
MAYAGUEZ LIDS. JOURNEYS (2)
PONCE LIOS. JOURNEYS
SAN JUAN LDs
SIERRA BATAMDN JOURNETS
VEGA ALTA DS, JOURNEYS
Rhode Island
PROVIDENCE UDS. JOHKSTON & MURPHY SHOP,
JOURKEYS.
South Carolina
AIKEN uos
ANDERSON HAT wORLD. JOURNETS
BLUFFTOR JOMNSTON & MURPHY CUTLET, JOURREYS
CHARLESTON HAT SHACH, LIS, JOURNEYS
COLUMEBIA HaT wORLD (@), JOURNEYS {3),
UNDERGRCLUND STATION
FLOAENCE HaT wORLD. JOURNEYS
GAFFNEY JouRneTs
GREENVILLE UDS. JAAMAN SHOE STORE,
JOHNSTON & MUSPHY SHOP, JOURNEYS. JOURNEYS
KDz
MYRTLE BEACH UDS 7). JOHHSTON & MURFHY
OUTLET, JOURNETS (2)
NORTH CHARLESTON HAT WORLD, JOURNEYS,
UKOEAGROUND STATION
NOFRTH MYRTLE BEACH Los
SPAATANBURAG U0g. JOURNEYS. UNDERGAOUND
STATION
South Dakota
AAPID CITY LIDS, JOURNEYS
SIOAX FALLS HAT WORLD, JOURNEYS
Tennessee
ANTIOCH LiDS, JOUSRREYS. JOURNEYS KIDZ
UNDERGROUND STATION
BARTLETT 05
CHATTANOOGA HAT WORLD, JARGWAN SHOE
FHORE, JOHNSTON 3 MURPYY DUTLET, JOURNEYS
CLARKSVILLE HAT WORLD, JOURNEYS
COLLIERSYILLE LIS, JOURNEYS
FRANKLIN HAT WORLD: JOHKSTON. § ST
SHOP, JOURNEYS, JOURNEYS KIOZ, S+l
GOODLETTSVILLE w08, JOURNETS
LUNDERGROUND STATION
JACKSON HAT wORLD. JOURNEYS
JOHNSON CITY JouRNETS
KNQXVILLE HAT WORLD, LIDS, JOURNEYS {1)
MEMPHLS HAT wORLD. JOHNSTON & MURPHY SHOP,
JOURHEYS ), UNDERGROUND STATION &
MORRISTOWN JOURNEYS.
MURFREESBORO HA) WORLD. JOURKETS
NASHVILLE LDS. JOHNSTON 8 MUPEHY OUTLET,
JOHNSTON & MURPHY SHOP, JOURNEYS
SEVIERVILLE LI0S, JOHNSTON & MURPHY QUTLET,
JOURNEYS

Texas

ABILENE HAT WORLD, JOURKNEYS

AMAANLO LIOS. JOURKETS, JOURNEYS K02

ARLINGTON LIDS, JOURNEYS. JOURNEYS FIOZ, SHI
UNDERGROUND STATION

AUSTIN LIOS (2. JOHNSTON & MURPHY SHOP,
JOURKEYS [2), UNDERGROUND STATION

BAYTOWN JOuRnEYS

BEAUMONT UDS JOURNEYS, JOURNEYS KIDZ,
UHDERGROUNG: STATION

BAOWNSVILLE LIOS, JOURMEYS, JOURNEYS KIOZ,
UNDERGAOUND STATION

CEDAR PARK HAT WORLD. JOURNEYS

COLLEGE STATION HAT WORLD, JOURNEYS.

COAPUS CHRISTL LGS a0 JANEYS, S0, STONE &
€O, UNDERGROUND STATION

" DALLAS HAT WORLD, LIDS ). JOHNSTON & MURPHY
SHOP (2], JOURNEYS (3), JOURNEYS KIDZ,
UNOERGROUND STATION (2)

DENTON HAT WORLD, JOURPIEYS.

EL PASD HAT 20NE 125, J0Ph AN SHOE 510RE,
JOURNEYS (1), JOURMEYS KEXZ (2

FORT WORTH HAT WORLD, LIDS, JARMAN SHOE
STORE, JOURNEYS: {2). UNDEIGROUND STATION

FRIENDSWOOD L6, JOURHEYS, JOURMNEYS KIZ $4

FRISCO HAT WORLD, JOURKEYS, JOURNEYS KIDZ, SHI

GARLAND L0S, JOURNEYS

GRAPEVINE LIOS. JOURNETS

HARLINGEM LGS, JOURNEY S

HOUSTON LICS (), JOHNSTON & MURPHY 5HOP @,
JOURNEYS (%), JOURNEYS KIOZ {23, INDERGROLIND
STATION (5

HUMBLE LIDS, JOURHEYS, JOURNEYS K02
UNDERGROUND STATION

HURST LDS. JOUANEYS

PAANG LI05, SOUPHETS, SOURMEYS KI0Z,
LUNDERGROUND STATIDN

KATY LIDS, JOURNEYS

KILLEEN HAT WORLD, JOURNEYS

LAKE JACKSON LIS, JOUFINEYS

LAREDC JOURNEYE, JOURREYS KIDZ,
UNCERGROUND STATION

LEWISVILLE UGS, JARMAN SHOE STORE, JOURNEYS

LONGYIEW JOURNEYS

LUJBBGGK HAT WORLD, JOURNEYS, UMDERGROUND
STATION

LUFKIN JouangYs

MCALLEN LIDS, JARMAN S STORE. JOURNEYS.
JOURNEYS KIDZ UNDERGACUND STATION

MERCEDES JOURNEYS

MESQUITE LIDS, JOURNEYS JOURNEYS KIGiZ,
UNOERGROUND STATION

MIDLAND HAT wORLD, JOUFNEYS

DDESSA JOURHEYS

PASADENA JOURNETS

PLANO LIOS (), JOHNSTON & MURPYHY SHOP,
JOURNEYS

PORT ARTHUR JOURNEYS

ROUND ROCK LIDS. JOHNETON & MURPHY
OUTLET, JOURNEYS

SAN ANGELL HAT WORLD. JOUFNEYS.

SAN ANTONIO LI0S (55, MFMAN SHOE STORE (2
JOHNSTON & MURFHY SHOF (2, JOURHEYS (6),
JOURNEY'S KINZ £2). UNDERGROUND STATION (2}

SAN MARCOS LIDS, JOHNSTON & WMURPHY DUTLET,
JOURNEYS, JOURNETS KIOZ

SHERMAN JounneEYs

SPRING L0

SUGARLAND JouRNEYS

TEMPLE JOURNEYS

TEXARKANA LIDS. JOURNEYS

THE WOODLANDS sARIAN SHOE STORE,
JOURKEYS
TYLER UDS. JOURNEYS, UHDERGACIND STATION
WICTORIA JOURNEYS
WASQ LIDS. JOURNEYS
WACHITA FALLS U0, Joureexs
WOODLANDS: JOURNEYS K0z
U.8. Virgin Islands
ST. THOMAS JOURNEYS
Utah
LAYTON JOURNEYS
LOGAN JOURMEYS
MURRAY JOURKEYS, JOURNEYS KIDZ
OGDEN sCuRNEYS
OREM LI0S. JOURNEYS, JOURNEYS KIDZ
FROVO JOURNEYS
SALT LAKE CITY UDS, JOURNEYS.
SANDY LIDS. JOURKEYS
ST. GEORGE JOURNEYS
VALLEY CITY JARMAN SHOE STORE
VIEST VALLEY TITY SoummErs
Vermont
EURLINGTON UIDS, JOURANEYS
MANCHESTER CENTER JOHNSTON & MURPHY
OUTLET
SOUTH BURLINGTON U0, JOusRsETS
Virginia
ARUNGTON LIDS, HAT ZONE, JOHNSTON & MURPHY
SHOP, UNDERGROUND STATION
CHARLDTTESVILLE HAT WORLD. JOURKEYS
CHESAPEAKE HAT WORLD (2), JOURNEYS (2.
UMOERGROUND STATION (2}
CHRISTIANSBURG #alT wORLD JOLRMEYS
COLONAL HEIGHTS HAT wORLD.
UNDERGROUND STATION
DANVILLE HAT SHACK, JOURNEYS
CULLES LIDS. JOURNEYS
FAIRFAX LIDS, JOHNSTON & MURPHY SHOP,
JOUPHETS.
FREDERICKSBURG HAT wORLO
GLEN ALLEN LIS, JOURNEYS, UNDERGROUND
STATION
HARRISONBURG JOURNEYS
LEESBURG JOHNSTON & MURPHY OUTLET
LYNCHBURG HAT WORLD, JOURNEYS.
UNDERGROUND STATION
MANASSAS LIDS, JOURNEYS
MCLEAN U, JOHNSTON & MURPHY SHOP, JOURHETS
HEWPQORT NEWS HAT WORLD, JOURNEYS,
LNDERGRGUND STATION
TIORFOLK LIS (), SOMMSTON & WUPPHY SHOR,
JOURNEYS, UNDE RGACUND STATION (2}
RICHMOND HAT wORLD, LIOS, JOMHSTON &
MY SHOP, JOURNEYS ()
ROANCHKE LIS, JOURME /S
SPRINGFIELD UDS. JOURNEYS
VIAGINIA BEACH LIDS &, JOURREYS ()
WILLLAMSBURG JOHNSTON & MURPHY QUTLET,
JOURNEYS
WINCHESTER UDS JOLANEYS
WODODERIDGE LIOS. JOURNEYS
Washington
AUBUAN LDS, JOURHETS.
BELLEVUE LiOS. JOHINSTON 8 MURPHY SHOP
BELLINGHAM LIDS. JOURNEYS
BURLINGTON JoURNEYS.
EVERETT JOURNEYS
KENMEWICK JXURNEYS
KENT JOURNETS
LYNNWOOQD LIDS, JOURNEYE
CLYMPIA JOURNEYS

PUYALLUP JOURNEYS

REDMOND JourneYs.

SEATTLE LIS, JOHNSTON 8 MURPHY OUTLET,

JOURHEYS. )

SILVERDALE LIOS. JOUPREYS

SPOKANE LIDS. JOURREYS ()

TACCOMA LIS, JOURNEYS

TUKWILA uos

TULALIP UDS. JOURNETS

UNION GAP JOURNEYS

VANCOUVER LIS, J0URNEYS
West Virginia

BARBOWRSVILLE HAT WORLD. JOURNEYS

BRIDGEPORT HAT WORLD. JOURNTYS

CHARLESTON UDS, JOURKEYS

MORGANTOWN HAT wORLD. JOURNEYS

PARKERSBURG HAT WORLD
Wisconsin

APPLETON LGS, JOURNEYS

BARABOO LIDS. JOURNEYS

BROOKFIELD wos

EAU CLAIRE JOURNETS

FON DE LAC uos

GLENDALE LICS, JOURNEYS

GREEN BAY LIDS, JOURNEYS

GREENDALE LIDS. JOUANEYS

JANESVILLE uos

LACROSSE JourrErs

MADISON LIS (), JOURNEYS @

MILWALIKEE LS, UNDERGRGUND STATION

PLEASANT PRAIRIE JOHNSTON & MURPHY

CUTLET, JOURNEYS

RACINE HAT wORLD, JOURNETS

WAUSAL JOURNEYS

WALWATOSA HAT WORLD, JOUFRETS.
Wyaming

CASPER JouREYs

CHEYENNE JouRners
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Notice of Annual Meeting of Shareholders

The annual meeting of shareholders of Genesco Inc. (the “Company™) will be held
at the Company’s executive offices, Genesco Park, 1415 Murfreesboro Road, Nashville,
Tennessee, on Wednesday, June 27, 2007, at 10:00 a.m. Central Time,

The agenda will include the following items:
1. electing 12 directors;

2. ratifying the appointment of Ernst & Young LLP as independent registered
public accounting firm to the Company for the current fiscal year; and

3. transacting any other business that properly comes before the meeting or
any adjournment or postponement thereof.

Shareholders of record at the close of business on April 24, 2007, are entitled to
receive this notice and vote at the meeting and any adjournment or postponement

thereof,
By order of the board of directors,
Roger G. Sisson
Secretary
May 18, 2007
IMPORTANT

It is important that your shares be represented at the meeting. Please sign,
date and return the enclosed proxy promptly so that your shares will be voted.
A return envelope which requires no postage if mailed in the United States is
enclosed for your convenience. You may also vote your shares by telephone or
via Internet by following the instructions on your proxy card.




GENESCO

PROXY STATEMENT
FOR ANNUAL MEETING OF SHAREHOLDERS
WEDNESDAY, JUNE 27, 2007

The board of directors of Genesco Inc. (“Genesco” or the “Company”) is
requesting proxies to be voted at the annual meeting of shareholders. The meeting will
be held at the Company’s executive offices at 10:00 a.m. Central Time, on Wednesday,
June 27, 2007. The Company’s executive offices are located at Genesco Park, 1415
Murfreesboro Road, Nashvilte, Tennessee 37217. The notice that-accompanies this
statement describes the items on the meeting agenda.

The Company will pay the cost of the proxy solicitation. In addition to this
request, officers, directors and regular employees of the Company may solicit proxies
personally and by mail, facsimile or telephone. They will receive no extra compensa-
tion for any solicitation activities. The Company has retained Georgeson Shareholder
Communications, Inc. to assist in the proxy solicitation. It will pay Georgeson a fee of
$50,000, plus $5.00 per completed telephone call to shareholders in the event that
active solicitation is required, and reimburse its expenses. The Company will request
brokers, nominees, fiduciaries and other custodians to forward soliciting material to the
beneficial owners of shares and will reimburse the expenses they incur in doing so.

All valid proxies will be voted as the board of directors recommends, unless the
proxy card specifies otherwise. A shareholder may revoke a proxy before the proxy is
voted at the annual meeting by giving written notice of revocation to the secretary of
the Company, by executing and delivering a later-dated proxy or by attending the
annual meeting and voting in person the shares the proxy represents.

The board of directors does not know of any matter that will be considered at the
annual meeting other than those the accompanying notice describes. If any other matter
properly comes before the meeting, persons named as proxies will use their best
judgment to decide how to vote on it.

This proxy material was first mailed to shareholders on or about May 18, 2007.




VOTING SECURITIES

The various classes of voting preferred stock and the common stock will vote
together as a single group at the annual meeting.

April 24, 2007 was the record date for determining who is entitled to receive
notice of and to vote at the annual meeting. On that date, the number of voting shares
outstanding and the number of votes entitled to be cast were as follows:

No. of VYotes

Class of Stock Shares per Share Total Votes
Subordinated Serial Preferred Stock: )
$2308eries 1 ... ..o 36,045 1 36,045
$4.75 Series 3. . . e 17,660 2 35,320
$4758eries 4 .. ... 9,184 I ’ 9,184
$1.50 Subordinated Cumulative Preferred

Stock. ... ... 30,017 1 . 30,017
Employees” Subordinated Convertible Preferred I ,

Stock. . ... e 61,522 1 61,522
Common Stock . .......... ... . ... 22,765,011 | 22,765,011

A majority of the votes entitled to be cast on a matter constitutes a quorum for
action on that matter. Once a share is represented at the meeting, it is considered ‘
present for quorum purposes for the rest of the mecting; Abstentioné_ and shares
represented at the meeting, but not voted con a particular matter due to a broker’s lack
of discretionary voting power (““broker non-votes”) will be counted for quorum
purposes but not as votes cast for or against a matter. The election of directors and
ratification of the independent registered public accounting firm are routine matters as
to which, under applicable New York Stock Exchange (“NYSE”) rules, a broker will
have discretionary authority to vote if instructions are not received from the client at
least 10 days prior to the annual meeting.

Each of the director nominees must receive affirmative votes from a plurality of
the vofes cast to be elected. The proposal to ratify the seléction of Ernst & Young LLP +
as the independent registered public accounting firm to the Company will be approved
if the votes cast in favor of ratification exceed the-votes cast against ratification.' Broker
non-votes will not affect the outcome of either proposal. _ ‘




ELECTION OF DIRECTORS

Twelve directors are to be elected at the meeting. The)'( will hold office until the
next annual meeting of shareholders and until their successors are elected and qualify.
A plurality of the votes cast by the shares entitled to'vote in the election is required to
elect a director. All the nominees are presently serving as directors, and all have agreed
to serve if elected. The shares represented by valid proxies will be voted FOR the
election of the following nominees, unless the proxies specify otherwise. If any
nominee becomes unable or unwilling to serve prior to the annual meeting, the board
of directors will reduce the number of directors comprising the board, pursuant to the -
Company’s Bylaws, or the proxies will be voted for a substitute nominee recommended
by the board of directors. ‘

The board of directors recommends that the shareholders vote FOR all of the
director . nominees. .

Information Concerning Nominees

The names ages and principal occupations of the nominees and certain informa-
tion regarding their business experience are set forth below:

JAMES S. BEARD, 66, Retired President, Caterpillar Financial Services Corpo-
ration. Mr. Beard retired as vice president of Caterpillar Inc., a leading manufacturer of
construction and mining equipment, engines and turbines, and as president of Caterpil-
lar Financial Services Corporation in 2003, after a 40-year career with Caterpillar. He
joined Genesco’s board in October 2005. He is a director of Rogers Group, Inc., a
privately-held producer of construction products.

LEONARD L. BERRY, Ph.D., 64, Distinguished Professor of Marketing and
Professor of Humanities in Medicine, Texas A&M University. Dr. Berry has been a
professor of marketing at Texas A&M University since 1982. He is the founder of the
Center for Retailing Studies, holds the M.B. Zale Chair in- Retailing and Marketing
Leadership at Texas A&M and is the anthor of numerous books. He is a director of - -
Lowe’s Companies, Inc., a publicly-held home improvement retailer, and Darden
Restaurants Inc., a publicly-held casual dmmg restaurant company, and became a
Genesco director in 1999, ' ‘

WILLIAM F. BLAUFUSS, JR., 66, Consultant. Mr. Blaufuss, who became a
Genesco director in 2004, retired as a partner from the public accounting firm of
KPMG LLP in 2000. He was associated with KPMG for 37 years in various capacities,
including Nashville Practice Unit Managing Partner and Partner in Charge of the
Southeast Area Public Section Practice. From 2000 to 2002, he performed special
projects for KPMG International regarding its operations outside the United States. He
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is a director of Nashville Bank and Trust Company and several nonprofit and civic
organizations including Saint Thomas Health Services and Nashville Electric Service.

JAMES W. BRADFORD, 60, Dean, Owen Gradudate School of Management,
Vanderbilt University. Mr. Bradford, who joined Genesco’s board in 2005, was named
Dean and Ralph Owen Professor for the Practice of Management in the Owen Graduate
School of Management of Vanderbilt University in 2005. He joined the Owen School
faculty and administration in 2002. He was president and chief executive officer of
United Glass Corporation from 1999 1o 2001 and president and chief executive officer
of AFG Industries, Inc. from 1992 to 1999. Mr. Bradford is a director of Clarcor Inc., a
publicly-held provider of filtration products, systems and services, and Granite Con-
struction Incorporated, a publicly-held heavy civil contractor and construction materials
producer.

ROBERT V. DALE, 70, Consultant. Mr, Dale, who became a director of the
Company in 2000, has been a business consultant since 1998. He was president of
Windy Hill Pet Food Company, a pet food manufacturer, from 1995 until 1998,
Previously, he served as president of Martha White Foods for approximately six years
during the 1970s and again from (985 to 1994. He was also president of Beatrice
Specialty Products division and a vice president of Beatrice Companies, Inc., the owner
of Martha White Foods. He is a director of SunTrust Bank Nashville, N.A., CBRL
Group, Inc., a publicly-held restaurant holding company, and Nashville Wire Products.

ROBERT ]. DENNIS, 53, President and Chief Operating Officer, Genesco.
Mr. Dennis joined Genesco in April 2004 as chief executive officer of Hat World
Corporation, Mr. Dennis was named senior vice president of the Company in June
2004 and executive vice president and chief operating officer, with oversight responsi-
bility for all the Company’s operating divisions, in 2005. He was named president in
2006. Prior to joining the Company, Mr. Dennis joined Hat World in 2001 from Asbury
Automotive, where he was emploved in senior management roles beginning in 1998,
Mr. Dennis was with McKinsey and Company, an international consulting firm, from
1984 to 1997, where he became a partner in 1990.

MATTHEW C. DIAMOND, 38, Chairman and Chief Executive Officer, Alloy, Inc.
Mr. Diamond was appointed chief executive officer of Alloy, Inc., a publicly-held
direct marketing and media company targeting “Generation Y™ consumers, in 1999,
Before ‘becoming chief executive officer, he served as the director of marketing and
planning. He has served as a director of Alloy since 1996, and was elected chairman of
the board in 1999. He has been a director of Genesco since 2001. '

MARTY G. DICKENS, 59, President, AT&T-Tennessee. Mr. Dickens, who joined
Genesco's board in 2003, has held a number of positions with BellSouth/AT&T Corp.
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and its predecessors and affiliates since 1999, following more than six years as an
executive vice president with BellSouth International. Mr. Dickens is also a director of
Avenue Bank-Tennessee and a number of charitable and community organizations.

BEN T. HARRIS, 63, Former Chairman, Genesco. Mr. Harris joined Genesco in
1967 and was named manager of the leased department division of Genesco’s Jarman
Shoe Company in 1980. In 1991, he became president of the Jarman Shoe Company
and in 1995, president of Genesco's retail division. In 1996, he was named executive
vice president-operations and subsequently president and chief opérating officer and a
director of the Company. He served as chief executive officer from 1997 until April
2002 and as chairman of the Company from 1999 until 2004.

KATHLEEN MASON, 58, President and Chief Executive Officer, Tuesday Morn-
ing Corporation. Ms. Mason, who joined Genesco’s board in 1996, became president
and chief executive officer of Tuesday Morning Corporation, an operator of first-quality
discount and closeout home furnishing and gift stores, in'2000. She has served as a
director of Tuesday Morning Corporation since 2000. She was president and chief
merchandising officer of Filene's Basement, Inc. in 1999. She was president of the
HomeGoods division of The TIX Companies, Inc., an apparel and home fashion
retailer, from 1997 to 1999. She was employed by Cherry & Webb, a women’s apparel
specialty chain, from 1987 until 1992, as executive vice president, then, until 1997, as
chairman, president and chief executive officer. Her previous business experience
includes senior management positions with retailers May Company, The Limited Inc.
and the Mervyn’s Stores division of Dayton-Hudson Corp. Ms. Mason is also a director
of Office Depot, a publicly-held corporation. '

HAL N. PENNINGTON, 69, Chairman and Chief Executive Officer, Genesco.
Mr. Pennington became a member of the Company’s board in November 1999, when
he was named executive vice president and chief operating officer. He became
president of the Company in 2000, was named chief executive officer in April 2002
and chairman in 2004. A Genesco employee since 1961, he was appointed president of
the Johnston & Murphy division in 1997 and bécame senior vice president of the
Company in 1998. He was president of the Dockers Footwear division from 1995 until
1997 and vice president-wholesale of Johnston & Murphy from 1990 until 1995.
Mr. Pennington is also a director of Pinnacle Financial Partners, Inc., a bank holding
company.

WILLIAM A. WILLIAMSON, JR., 71, Private Investor. Mr. Williamson was
employed from 1958 to 1992 by Durr-Fillauer Medical, Inc., a distributor of pharma-
ceuticals, drug store sundries and medical, surgical and veterinary products, and
became chief executive officer of that company in 1974 and chairman in 1981. He has
been a director of Genesco since 1989,




Director Independence

The board has determined that Mr. Beard, Dr. Berry, Mr. Blaufuss, Mr. Bradford,
Mr. Dale, Mr. Diamond, Mr. Dickens, Ms. Mason and Mr. Williamson are independent
under applicable NYSE rules. The board considered the following payments made by
the. Company in Fiscal 2007:

+ contributions totaling $50,200 to two tax-exempt organizations with which
Mr. Bradford is affiliated, and payments of $26,520 to Owen Graduate School,
of which Mr. Bradford is Dean, for an advanced financial management program
for certain employees of the Company;

* contributions totaling $10,100 to two tax-exempt organizations of which
MTr. Dickens is a director; payments totaling $987,761 for telephone services to
BellSouth Corporation, the parent company of Mr. Dickens’ employer; payments
of $26,368 for a management training program and $3,000 for a leadership
institute program, both to Belmont University, of which Mr. Dickens is a
trustee;

+ payments totaling $758,020 for electricity to Nashville Electric Serv1ce of
which Mr. Blaufuss is a director; and

* a contribution of §1,000 to a tax- exempt organization of which Mr. Beard is a
director. . , S

The board determined that none of such payments affected the independence of
the directors affiliated with the recipient organizations.

Certain Relationships and Related Transactions

The Company is aware of no rc[ated -party transactions since the beginning of the
last fiscal year between the Comp.my and any of its directors, executive OfflCCI‘S 5%
shareholders or their family members that are required to be disclosed under Item 404
of Regulation S-K under the Securities Exchange Act of 1934 (the “Exchange Act”).

Board Committees and Meetings

The board of directors met seven times during the fiscal year ended February 3, 2007
{(“Fiscal 2007”). No director was present at fewer than 75% of the total number of
meetings of the board of directors and the committees of the board on which he or she
served during Fiscal 2007. The board of directors has standing audit, nominating and .
governance, compensation and finance committees. All committees are composed entirely
of independent directors. It is the policy of the board of directors that no current or former
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employee of the Company will serve on any of these committees. A description of each

board committee and its membership follows.

Audit Committee

Members: Robert V. Dale (chairman), James S. Beard, William F. Blaufuss, Jr.
and Kathleen Mason

The Company has a separately designated standing audit committee established in
accordance with Section 3(a)(58)(A) of the Securities Exchange Act. The audit
committee is currently composed of four independent directors (as defined under the
applicable rules of the NYSE) and operates vnder a written charter adopted by the
board of directors, a current copy of which is available on the Company’s website,
www.genesco.com. The audit committee assists the board of directors in monitoring
(i) the processes used by the Company to produce financial statements, (ii) the
Company’s systems of internal accounting and financial controls and (iii) the indepen-
dence of the Company’s registered . public accounting firm. The audit committee met
eleven times in Fiscal 2007. The board of directors has determined that Robert V. Dale,
James S. Beard, William F. Blaufuss, Jr. and Kathleen Mason qualify as “audit
committee financial experts” as defined in Item 407(d) of Regulation S-K under the
Exchange Act and are “independent,” as defined by the Standards of the NYSE and
Rule 10A-3 of the Exchange Act. ’

Nominating and Governance Committee

Members: Robert V. Dale (chairman), Leonard L. Berry, James W. Bradford,
Marty G. Dickens and William A. Williamson, Jr.

The nominating and governance committee, currently composed of five directors
who are independent under applicable NYSE rules, met three times in Fiscal 2007. The
functions of the nominating and governance committee are specified in a charter
available on the Company’s website, www.geneéco.com. They include making recom-
mendations to the board of directors with respect to (i) the size of the board of
directors, (i) candidates for election to the board of directors, (iii) the designation of
committees of the board of directors, their functions and members, {iv) the succession
of the executive officers of the Company and (v) board pelicies and procedures and
other matters of corporate governance. The chairman of the nominating and governance
committee serves as presiding director in the board’s executive sessions of non-
management directors and at other times when the chairman is absent and as the
primary liaison between management and the board. Further information on the
committee is set forth under the caption “Corporate Governance,” below.
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Compensation Committee

Members: Matthew C, Diamond (chairman), Leonard 1. Berry, Kathleen Mason
and William A. Wiliiamson, Jr.

The compensation committee, currently composed of four independent directors,
met three times in Fiscal 2007, The functions of the compensation committee are
specified in a charter available on the Company’s website, www.genesco.com. They
include (i) approving the compensation of certain officers, (ii) making recommenda-
tions to the board of directors with respect to the compensation of directors, (iii) review-
ing and providing assistance and recommendations to the board of directors with
respect to (a) management incentive compensaiion plans and {(b) the establishment,
modification or ameadment of any employee benefit plan (as that term is defined in
the Employee Retirement Income Security Act of 1974) to the extent that action taken
by the board of directors is required, (iv) serving as the primary means of communica-
tion between the administrator of the Company’s employee benefit plans and the board
of directors, (v) administering the Company’s 2005 Equity Incentive Plan, 1996 Stock
Incentive Plan and Employee Stock Purchase Plan, and (vi) reviewing and making
recommendations to the board with respect to the Compensation Discussion & Analysis
and the Compensation Committee report required by SEC regulations for inclusion in
the Company’s annual report or proxy statement.

Finance Committee

Members: Marty G. Dickens {chairman), James S. Beard, William F. Blaufuss, Jr., ..
James W, Bradford and Matthew C. Diamond

The finance committee, currently composed of five independent directors, met
four times in Fiscal 2007. The committee (i} reviews and makes recommendations to
the board with respect to (a) the establishment of bank lines of credit and other short-
term borrowing arrangements, (b) the investment of excess working capital funds on a
short-term basis, (c) significant changes in the capital structure of the Company,
including the incurrence of long-term indebtedness and the issuance of equity securities
and (d) the declaration or omission of dividends; (ii) approves the annual capital
expenditure and charitable contribution budgets; (iii) serves as the primary means of
communication between the board of directors and the investment committee of the
Company’s employee benefits trusts and the chief financial officer regarding certain of
the Company’s employee benefit plans; and (iv) appoints and removes and approves
the compensation of the trusiees under any employee benefit plan.
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CORPORATE GOVERNANCE

Nominating and Governance Committee

The charter of the nominating and governance committee is available on the
Company’s website, www.genesco.com. The members of the committee satisfy the
independence requirements of the NYSE. In addition, in April 2004 the board of
directors adopted a policy pursuant to which no former employee of the Company will
serve as a member of the nominating and governance committee:

The nominating and governance committee and the board of directors will
consider nominees for the board of directors recommended by shareholders if share-
holders comply with the Company’s advance notice requirements. The Company’s
Bylaws provide that a sharcholder who wishes to nominate a person for election as a
director at a meeting of shareholders must deliver written notice to the secretary of the
Company. This notice must contain, as to each nominee, all of the information relating
to such person as would be required to be disclosed in a proxy statement meeting the
requirements of Regulation 14A under the Securities Exchange Act of 1934 if such
person had been nominated by the board of directors, the written consent of such
person to being named as a nominee in soliciting material and to serving as a director,
if elected, and the name’and address of the shareholder delivering the notice as it
appears on the stock records of the Company,.along with the number and class of
shares held of record by such shareholder. In the case of an annual meeting to be held
on the fourth Wednesday in the month of June or within thirty days thereafter, the
notice must be delivered not less than sixty nor more than ninety days prior to the -
fourth Wednesday in June. In the case of an annual meeting which is being held on
any other date {or in the case of any special meeting), the notice must be delivered
within ten days after the earlier of the date on which notice of the meeting is first
mailed to shareholders or the date on which public disclosure is first made of the date
of such meeting. There are no differences in the process pursuant to which the
commitiee is to evaluate prospective nominees based on whether the nominee is
recommended by a shareholder.

Upon receipt of a recommendation frem any source, including shareholders, the
committee will take into account whether a board vacancy exists or is expected or
whether expansion of the board is desirable. In making this determination, the
committee may solicit the views of all directors. If the committee determines that-the
addition of a director is desirable, it will assess whether the candidate presented should
be nominated for board membership. While the committee may consider whatever
factors it deems appropriate in its assessment of a candidate for board membership,
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candidates nominated to serve as directors will, at a minimum, in the committee’s
Jjudgment:

+ be able to represent the interests of the Company and all of its shareholders and
not be disposed by affiliation or interest to favor any individual, group or class
of shareholders or other constituency;

= possess the background and demonstrated ability to contribute to the board’s
performance of its collective responsibilities, through senior executive manage-
ment expenence relevant professional or academic distinction, or a record of
relevant civic and community leadership; and

« be able to‘devote the time and attention ﬁecessary 1o serve effectively as a
director. '

The committee may also take into consideration whether a candidate’s background
and skills meet any specific needs of the board that the committee has identified. The -
committee will preliminarily assess the candidate’s qualifications with input from the
chief executive officer. 1f, based upon its preliminary assessment, the committee
believes that a candidate is likely to meet the criteria for board membership, the
chairman will advise the candidate of the committee’s preliminary interest and, if the
candidate expresses sufficient interest to the chairman, with the assistance of the
corporate secretary’s office, will arrange interviews of the candidate with members of
the committee and with the chief executive officer, either in person or by telephone.
After the members of the committee and the chief éxecutive officer have had the -
opportunity to inteérview the candidate, the.committee will formally consider whether to
recommend to the board that it nominate the candidate for election to the board. .

Communications with Dlrectors by Shareholders, Employees and Other Interested
Parties "

Shareholders and. employees of the Company and other interested parties may
address communications to directors, either collectively or individually (including to
the presiding director or to the non-management directors as a group), in care of the
Corporate Secretary, Genesco Inc., 1415 Murfreesboro Road, Suite 490, Nashville,
Tennessee 37217. The Secretary’s office delivers to directors all written communica-
tions, other than comimercial mailings, addressed to them.

Directors’ Annual Meeting Attendance

The Company encourages all directors to be present at the annual meeting of
shareholders. All directors, except Mr. Diamond, whose airline flight to Nashville was
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delayed, and Mr.. Dickens, who had-an unalterably. conflicting engagement, were
present at last year’s annual meeting. . -

Corporate Governance Guidelines

The board of directors has adopted Corporate Governance Guidelines for the
Company..They are accessible on the Company’s website, www.genesco.com.

Code of Business Conduct and Ethics for Employees and Directors

The Company has adopted a code of business conduct and ethics that applies to
all employees and directors. The Company has made the code of business conduct and
ethics available and intends to provide disclosure of any amendments or waivers of the
code within five business days after an amendment or waiver on its website,
WWW.ZENESCo.com.

Website

The charters of the nominating and governance, compensation and audit commit-
tees, the Corporate Governance Guidelines and the Code of Business Conduct and
Ethics for Employees and Directors are available on the Company’s website,
www.genesco.com. All references 1o the Company’s website in this proxy statement are
inactive textual references only. Print copies of these documents will be provided to
any shareholder who sends a written request to the Secretary, Genesco Inc.,

1415 Murfreeshoro Road, Suite 490, Nashville, Tennessee 37217, .
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SECURITY OWNERSHIP OF OFFICERS, DIRECTORS AND
PRINCIPAL SHAREHOLDERS

Principal Shareholders

The following table sets forth the ownership of the entities which, according to the
most recent filings of Schedules 13G and amendments thereto, as applicable, by the
beneficial owners as of the record date for this meeting, own beneficially more than 5% of
the Company’s common stock and the entities which, according to the Company’s stock
transfer records, own 'more than 5% of any of the other classes of voting securities
described on page 2. Percentages are calculated on outstanding shares at April-24, 2007. -

Name and Address
of Beneficial Owner

FMR Comp(1). . ..o oo e e

Edward C. Johnson 3d
82 Devonshire Street
Boston, Massachusetts 02109

Citadel Limited Partnership(2) . ..... ... .. S

Citadel Investment Greup, L.L.C. . .
Kenneth Griffin

Citadel Equity Fund Lad.

Citadel Derivatives Group LLC

131 8. Dearbom Street, 32nd Floor -

Chicago, Ilinois 60603

A group consisting of Barclays Global Investors, NA,(3}4) . . . .

Barclays Global Fund Advisors,

Barclays Global Investors, Ltd.,

Barclays Global [nvestors Japan Trust and Banking Company
Limited,

Barctays Global Investors Japan Limited

Hazel Grossman . ... ....... ... ... .. . . ..

355 Blackstone Boulevard, Apt. 552
Providence, Rhode Island 02906

Barbara F. Grossman . . ........... . oo,

4903 Pieta Ct.
Las Vegas, Nevada 89135

James H.Cheek, Jr ... .. ... . .

L1 Burton Hills Boulevard, Apt. 407
Nashville, Tennessee 37215

, Class of No. of ‘Percent of
Stock Shares Class
... Common 2914826  128%
.. Common- 1435654 '63%
... Commen 1137451 ° 5.0%
... Subordinated 1,074 6.1%
Serial
Preferred,
Series 3
... Subordinated 1,048 5.9%
Seriai
Preferred,
Series 3
... Subordinated 2413 8.0%
Cumulative
Preferred

(1} Number of shares from Schedule 13G filed on February 14, 2007, reporting sole
voting power with respect to 103,800 shares and sole investment power with

respect to 2,914,826 shares,
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(2) Number of shares from Schedule 13G filed on February: 13, 2007, reporting .sole
votmg and investment power with respect to 1,435,654 shares.

3) Barclays Global Investors N.A. and Barclays Global Fund Adv1sors, ,45 Fremont
Street, San Francisco, California 94105, Barclays Global Investors, Ltd Murray
House, 1 Royal Mint Court, London EC3N 4HH; Barclays Global Investors Japan
Trust and Banking Company Limited and Barclays Global, Investors Japan Limited,
Ebisu Prime Square Tower 8th Floor, 1-1-39 Hiroo Shibuya-Ku, Tokyo 1550-0012
Japan.

(4) Number of shares from Schedule 13G filed on January 31, 2007, reporting that
Barclays Global Investors, NA may be deemed to own with sole voting and' dispos-
itive power 376,744 and 458,009 shares of common stock, respectively; Barclays
Global Fund Advisors may be deemed to own with sole voting and dispositive
power 665,130 shares of common stock; and Barclays Global Investors, Lid. may
be deemed to own with sole voting and d15p051t|ve power 14,312 shares of com-
mon stock.

@ 4
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Security Ownership of Directors and Management

The following table ‘sets forth information as of May 1, 2007, regarding the
beneficial ownership of the Company’s common stock by each of the COmpany’s_
current directors, the persons required to be named in the Company’s summary
compensation table appearing elsewhere in the proxy statement and the current
directors and executive dfficers as a group. None of such persons owns any equity
securities of the Company other than common stock. )

Nam No. of Shares(1)(2)
James S. Beard . ... ..t L3334
Leonard L. Berry. . ............. e 27‘,572
William F. Blaufuss, Jr., . ......... e 5,262
James S. Bradford . .. ............... A s 3,334
Robert V.Dale ................. P 21,436
Robert J. Dennis . ... ...... P . .7 103,798
Matthew C.Diamond .. .................. ... ..... 10,285
Marty G. Dickens . ......... .. ... . 6,906
Ben T.Harris . ..........c. i 58,921
Kathleen Mason . .......... . ... 41,030
Hal N. Pennington. . ... ...... ...t ituinuenneann. 301,529
William A. Williamson, Ir. ... ... ... ... ... ........ 71,995
Jonathan D. Caplan . .. ...... ... ... ... i, 77,250
James C.Estepa .. ... .ot 42,623
James S. Gulmi. .. ...... . ... . . e 214,191
Current Directors and Executive Officers as a Group

(21 Persons) . ..ottt e e 1,173,213(3)

{1} Each director, director nominee and officer owns less than 1% of the outstanding
shares of the Company’s common stock, except for Mr. Pennington, who owns
1.3%.

{(2) Includes shares that may be purchased within 60 days upon the exercise of options
granted under the Company’s common stock option plans, as follows:
Mr. Pennington — 208,578; Mr. Caplan — 57,214; Mr. Dennis — 52,063;
Mr. Estepa — 1,644; Mr. Gulmi — 94,163; Mr. Dale — 12,000; Ms. Mason and
Messrs. Berry and Williamson — 16,000 each; current executive officers and direc-
tors as a group —— 593,555, Alse includes shares of restricted stock which remain
subject to forfeiture. See “Election of Directors — Director Compensation,” above,
and “Executive Compensation — Sumsmary Compensation Table,” below.

{3) Constitutes approximately 5.2% of the outstanding shares of the Company’s com-
mon stock.
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SECTION 16{a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires the Company’s
officers and directors and persons who own more than 10% of a registered class of the
Company’s equity securities to file reports of ownership and changes in ownership with
the SEC. Such officers, directors and shareholders are required by SEC regulations to
furnish the Company with copies of all such reports that they file. Based solely on a
review of copies of reports filed with the SEC and of written representations by officers
and directors, the Company believes that during Fiscal 2007 all officers and directors
subject to the reporting requirements of Section 16(a) filed the required reports on a
timely basis.
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i COMPENSATION DISCUSSION AND ANALYSIS

The Company’s compensation programs are intended to support its financial and
strategic objectives by attracting and retaining employees with necessary skills and by
motivating them through appropriate incentives tied to the Company’s performance and
market value to achieve those objectives. The Company recognizes that the goals of
employee attraction, retention and motivation must be balanced against the necessity of
controlling compensation expense. With respect to senior management (executive
officers and heads of the Company’s operating units and staff departments, including
the principal executive officer, the principal financial officer and the three additional
officers listed in the Summary Compensation Table which follows this discussion, who
are referred to in this discussion as the “named executive officers™), the compensation
committee of the board of directors has the responsibility to design a compensation
program and set levels of compensation that attempt to achieve the optimal balance
between employee attraction, retention and motivation and expense control.

1. Compensation Committee Process. In seeking that balance, the compensa-
tion committee looks primarily to market data from what it considers to be comparable
companies. To that end, it retains an independent compensation consultant to work
directly with the committee in gathering and analyzing data, The committee selected
Longnecker & Associates as its independent consultant for Fiscal 2007 and Fiscal
2008. The committee and the consultant also solicit input from the chief executive
officer (who may in turn seek input from other members of management) on subjective
considerations such as individual performance and perceptions of internal equity, that
he believes should be taken into account in-individual cases. On the basis of the
comparable data, management input and the consultant’s knowledge of trends and
developments in compensation design, the consultant annually prepares recommenda-
tions regarding all the material elements of senior management direct compensation for
the compensation cornmittee’s consideration. The final compensation decision rests
with the committee. For many years, the compensation committee has acted on these
recommendations at its October meeting, setting cash compensation levels for the
upcoming fiscal year and making stock-based compensation grants on the date of the
meeting.

In Qctober 2006, the compensation committee reviewed the Company’s total direct
compensation (consisting of base salary, annual incentives and long-term, stock-based
incentives) for the nine senior executive officers of the Company, including the named
executive officers, It assessed the competitiveness of the Company’s executive compen-
sation as compared to (i) a peer group of public companies identified by the
compensation committee’s consultant with input from the chairman of the committee
and (ii) data reported in published surveys from companies in the retail industry with
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annual revenues and market capitalization similar to the Company’s. The 2006 peer
group included the following 15 companies, which the compensation committee
considered relevant for comparison because of the nature of their businesses or target
markets, their size and market value, and the likelihood that the Company competes
against them for management personnel: Retail Ventures, Inc.;-Brown Shoe Company,
Inc.; The Talbots, Inc.; The Men’s Warehouse, Inc.; Stein Mart, Inc.; Claire’s Stores,
Inc.; Stage Stores, Inc.; Pacific Sunwear of California, Inc.; The Finish Line, Inc.;
Children’s Place Retail Stores, Inc.; Chico’s FAS, Inc.; Aeropostale, Inc.; Urban .
Qutfitters, Inc.; Carter’s Inc.; and The Stride Rite Corporation.

2. Elements of Direct Compensation. ‘Direct compensation to the Company’s
executive officers consists of ‘annual base salary, annual incentive bonuses and long-
term incentives in the form of stock-based awards. The compensation committee
generally seeks to pay base salanes at or near the market median, using the'bonus to
provxde the’ prospect of above-median cash compensatlon for superior performance
against annual benchmarks. Addmonally, certain features of the bonus plan are
intended to encourage a Iongcr—tcrm focus, as is the long-term incentive element of the
compensation program. The long-lerm incentive element is stock- -based, intended to
align management’s interests with those of the shareholders. The compensatlon
committee also considers targeted total cash levels (base salary plus the target bonus)
and total direct compensation (total cash plus the targeted value of long-term incen-
tives) in relation to the peer group companies and the survey data.

A. Base Sa'!aQ'. The Company 'pays base salaries to its employees in order to
provide a level of assured compensation reflecting an estimate of the value in the
employment market of the employee’s skills and the demands of his or her position.
Consistent with the compensation committeé’s goal to set base salaries at or near the
market midpoint, the consultant’s survey and peer group data for Fiscal 2007 indicated
that base salaries for the senior management group in the aggregate were at 97% of the
midpoint. The range within the group was from 79% to 132% of the midpoint.
Effective at the beginning of Fiscal 2008, the committee set base salaries for the named
executive officers ranging from 96% to 137% of the midpoint, with the chief executive
officer and the chief findncial officer slightly below the midpoint and the officers with
operational responsibilities above it. Distribution within the range reflects a combina-
tion of individual officers’ compensation history, the committee’s assessment of the-
likely current market for the individual officers’ particular skills and experience, and
other ‘subjective factors. It also:reflects a.general disposition to allocate the resource
pool slightly more favorably to operational management than to corporate staff
positions, related to the emphasis of the Company’s operating philosophy on opera-
tional excellence as a primary driver of value. Consistent with the objective of
controlling compensation expense, with the exception of a larger increase related to the
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chief operating officer’s promotion to the office of president during the year, the named
executive officers’ base salary increases for Fiscal 2008 averaged approximately 4%.

B. Annual Incentive Compensation. (i) Overview. Executive officers other than
the chief executive officer participate in the Company’s Management Incentive Com-
pensation Plan, which is designed to reward increasing earnings in an amount sufficient
to provide a return on incremental capital greater than the Company’s cost of capital.
(The compensation committee awards the chief executive officer’s annual bonus on the
same basis as if he were a corporate business unit participant in the plan.} The plan
also incorporates incentives for individual strategic objectives that may not be immedi-
ately reflected in the annual financial performance of the participant’s business unit, as
well as incentives designed to reward senior operational management for their contribu-
tions to corporate interests that may be broader than those of their individual business
units. The compensation committee reviews and adopts the plan with input from its
independent consultant and from senior management. The consultant makes recommen-
dations with regard to target bonus levels based on its peer group and survey
comparisons of target bonuses as a percentage of base salary and total targeted cash
compensation. The compensation committee sets the targets. '

(ii) Bonus Targets. Target bonuses for the named executive officers other than
the chief executive officer ranged from 45% to 70% of base salary for Fiscal 2007.
The chief executive officer's target bonus was at 80% of base salary in Fiscal 2007 and
is unchanged as a percentage of base salary for Fiscal 2008. The Fiscal 2007 targets
for the named executive officers ranged from 93% to 116% of the market midpoint
identified by the compensation committee’s consultants’ data. Total targeted cash
compensation (base salary plus target bonus) for the executive group was at 95% of the
midpoint for Fiscal 2007.

{(iii) Award Components. The named executive officers participating in the Fiscal
2007 management incentive plan were eligible to receive a fraction or multiple of their
target awards based on the factors described below. Bonuses earned can be negative,
offsetting awards carried over from prior years or, subject 1o certain limitations
described below, awards from future years. Presidents of the Company’s operating
divisions were eligible to earn cash awards in amounts determined 50% on the basis of
changes in Economic Value Added (EVA') for their respective business units, 25% on
the basis of EVA changes for the entire Company and 25% on the basis of individual
strategic goals (discussed in greater detail below) agreed upon by the participant and
the chief executive officer during the first quarter of the fiscal year. Other executive

VEVA is a trademark of Stern Stewart & Co.
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officers’ -awards wete determiried:75% on the basis of corporate EVA changes and 25%
on the basis of 1nd1v1dual strategic goals similarly agreed upon with their supervisors.:

"tar

( zv) EVA Calcu[arwns EVA is determmed by subtractmg from a busmess umt‘s
net operating proﬁt after’ taxes (NOPAT) a charge of 12% of the average net -assets
(total assets minus non-interest bearmg current liabilities) employed to' generate the
profit. The 12% capltal charge is ‘the Company § estrmate of its welghted average cost !
of debt and equity capital. The plan is designed-to encourage efficient use of assets, -
since profit 1mprovement that is less than'12% of-the 1ncremental net assets employed "
reduces the’ part1c1pant s bofius. Incentive awards are determmed 'by-th¢"dmount of *°
actual'EVA change diiring the year rélative to: ‘EVA change targets for the year} - 1.

NOPAT and net assets employed for incentive plan purposes are not necessarily
the same as the corresponding accountmg measures calculated in accordance with
generally accepted accountmg pnncrples for financial . reporting purposes. The Compa-
ny’'s NOPAT for purposés of the EVA Plan in Fiscal 2007 is equal to earnings before
the “Restructuring and ‘Other, Net™ line*on the Consolidated Statement of Earnings,
plus stock;based compensation expense:of $6.9 million,-plus interest expense, less,
taxes at the Company s 39% effective rate for the year Stock option expense was
excluded in the calculation of NOPAT because applicable accounnng standards d1d not
require expensmg of options when the applicable. perfonnance ‘intervals' for the EVA
Plan were lait calibrated. Tnterest expense is excluded from the calculat1on because it

would be duphcatlve of the 12% capltal charge dlscussed above . )"
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because the compensation committee believes thiit shares of restricted stock. repreSent a
greater value to.recipignts-upon-grant than do options;.fewer, sharesrof Irestric'ted:stock H
than options may bé granted; res‘ult’ing’* inloweér edrnings per share dilution tharia':/
'stock-based compensatlon prograin consrsttng solely of optrons"On thé other hand, **
s1nce optrons ‘havé value- to the grantee only to'the extent: -that the market price rises-
‘after the grant date, the! eommtttec beheves that they constitute-a valuable mcent1ve‘ to"
‘work for 1ncreased shareholder value and: continues to allocate’d portton ‘of stock based
compensatron to options.” N Y S T S T N TR LR T ot |
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ST LT I
-

n Fiscal 2007 the compensallon commrttee granted a total of 110, 632 opnons and
166 769 shares of, restncted stock to 87 employees (1ncludmg 44 §98"” optrons and, e
67 727, shares of restncted stock to the narned executtve ofﬁcers) All the restncted" -
stock and opttons vest in four equal annual mcrements, SUb_]eClth the. grantee S¢,
contmued .employment, wrth ;the Company.-- .
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. -As.it does,with regard to.other elements of dtrect compensatton thelcompensatlon

eommrttee primarily considers peer group and -survey, comparison data.to.determing the
magnitude of stock-based cornpensatron»awards 1In Figcal 2007, it considered the | .1
targeted long-term, value of-the award; assuming a:5-year holdmg period and ,15%- i
annual appreciation (i) as.a,multiple of each,named-executive. officer’s base salary and |
(i1):as a’component: of total direct compensation,, in comparison-to the-peer.group:and-.
survey. data't(These assumptions dre. for comparison purposes only; and«do not represent
a forecast of future performance or the period for which stock granted will be retained.
The targeted long -term value consrdered by. the committee is, not the value reported in
coluin'u?s”(e) and’ (t') of the’ Surnmary Compensapon Table,’ below wlltch representsI the
compensatton expen 5€ calculated pursuant to FAS 123(R) of restrrcted shares and . o
'optmns&granted in pnor years 'that vested durmg each of the ﬁscal years mdtjcated in”
the tahle) The. ngcal 2007 grants targeted long term value (whrch W1ll be realrzed
only to the extent that, 15% annual apprematron 1n the value of the Company S stock 1s
achteved and the named execut:ve ofﬁcer remams employed and holds the stoek iy
granted for the 5 year penod assumed) represented 2 75 tlmes base salarydfor the chjef.
executlve ofﬁcer 2 times base salary for.the chlef operatmg ofﬁcer and 1.75 nmes base
sa]ary' for each of the othe;: named executive ofﬁcers The. comrmttee 5 Ftscal 2007 -
valuation _qf tgtal dlrect compensation, ,1nglud_1ng the targeted_long term value ot‘ the'Jl
stock-based, compensation, averaged 1.1 times, the market midpoint.for all executivep-,
officers, with a range of, 1 to 1.5 times the midpoint for.the named executive officers.,:
‘Distributionfwithin the range.reflects individual officers’ compensation jhistory, and-the |
cémmittee’s Subjective.assessment of factors including .the likely.current level-of._ -
market competition for the individual officers’ services. ' rolir.e 10 fm | w0t go o
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officers’ awards were determined 75% on the basis of corporate EVA changes and 25%
on the basis of individual strategic goals similarly agreed upon with their supervisors.

{iv) EVA Calculations. ~ EVA is determined by subtracting from a business unit’s
net operating profit after taxes (NOPAT) a charge of 12% of the average net assets
(total assets minus non-interest bearing current liabilities) employed to generate the
profit. The 12% capital charge is the Company’s estimate of its weighted average cost
of debt and equity capital. The plan is designed to encourage efficient use of assets,
since profit improvement that is less than 12% of the incremental net assets employed
reduces the participant’s bonus. Incentive awards are determined by the amount of
actual EVA change during the year relative to EVA change targets for the year.

NOPAT and net assets employed for incentive plan purposes are not necessarily
the same as the corresponding accounting measures calculated in accordance with
generally accepted accounting principles for financial reporting purposes. The Compa-
ny’s NOPAT for purposes of the EVA Plan in Fiscal 2007 is equal to earnings before
the “Restructuring and Other, Net” line on the Consolidated Statement of Earnings,
plus stock-based compensation expense of $6.9 million, plus interest expense, less
taxes at the Company’s 39% effective rate for the year. Stock option expense was
excluded in the calculation of NOPAT because applicable accounting standards did not
require expensing of options when the applicable performance intervals for the EVA
Plan were last calibrated. Interest expense is excluded from the calculation because it
would be duplicative of the 12% capital charge discussed above.
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The following table shows for each of the Company’s primary business units in
Fiscal 2007: (a) the amount of EVA improvement required to earn a one-times target -
bonus award, (b) the incremental EVA change reqmred to earn each additional whole-
number multiple of the target, (c) the actual EVA for lhe busmess unit,, and (d) the
multiple of the target bonus actually earned. Fractional muluples are eamed for
incremental changes less than the full improvement interval shown in column (b).
Negative bonuses accrue for shortfalls from the target improvement (column (a)) in.,
proportion to the interval shown in column (b). As discussed.below, named executive
officers with responsibilities for more than one business unit. receive incentive compen:
sation reflecting the weighted average EVA changes in all the relevant business units.

(a) (b} (©) )
FY 2007 -
FY 2007 Increinental )
Target EVA  Improvement FY 2007 FY 2007 Bonus

Business Unit Improvement Interval EVA Change Multiple | .
Corporate Total . ... $1,549,000 $6,445,000 §$ 2,984,000 1.32
Hat World Group. .. $ 691,000 $1,493.000  $(2,132,000) (.64)
Journeys Group . ... $ 442,000 $2,048,000 35'3,003,000' C226
Underground Station B ' ' ’ S

Group .. ........ $ 103,000 31,156,000 $(4,862,000) (3.30
Johnston & Murphy . . ) . .

Group . ........ $ 329,000 3 982,000 $ 2,984,000 3.70
Licensed Brands . .. $ 96,000 $ 450,000 $ 1,218,000 31.49

Each business unit’s target for EVA improvement (shown in column (a), above) is
determined in advance by allocating the Company’s total expected EVA improvement
amoeng all its business units. The Company calculates the amount of EVA improvement
which it believes is “expected” by the rnarket from the amount by which its current
market value exceeds the capitalized value of current EVA plus invested capital — in
other words, the amount of value associated with the Company’s future growth. Target
EVA improvement is the amount of improvement required to give investors a cost of
capital return on this future growth value, and thus on the market value of their
investment. The incremental improvement interval (shown in column (b), above), is
both the amount of additional EVA improvement above the amount in column (a) that
is required to earn a bonus of two times the participant’s target and also the amount of
shortfal] from the column (a) target that will result in a zero bonus. The calibration of
the intervals shown in column (b) reflects an effort to give the business units
approximate shares of above-target EVA improvement with some adjustment for
differences in unit size, and a similar likelihood of multi-year zero bonuses.
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Recalibration of the targets and intervals shown in columns (a) and (b) tends to -
penalize business units with stronger performance by increasing the amount of EVA
improvement required for them to earn bonuses, while rewarding worse performers by
decreasing the amounts required for them to earn bonuses. To mitigate this perfor-
mance penalty, the Company does not recalibrate the targets and intervals every year.
They were last calibrated at the beginning of Fiscal 2005.

Each participant’s business unit or units are assigned by the chief executive
officer, who also determines the weighting of the various business unit components for
participants with responsibility for multiple units. Among the named executive officers
who are plan participants, Mr. Gulmi and Mr. Dennis are assigned to the Corporate
Total business unit. Mr. Estepa’s assignment is 56% Journeys Group, 19% Underground
Station Group, and 25% Corporate Total. Mr. Caplan’s is 50% Johnston & Murphy
Group, 25% Licensed Brands, and 25% Corporate Total. '

(v) Individual Strategic Objectives. As noted above, the payment of 25% of a
participant’s annual incentive award for EVA improvement is contingent on his or her
achievement of individual strategic goals agreed upon in advance with the participant’s
supervisor. Individual strategic goals for the named execative officers typically involve
initiatives that the executive officer group considers important to the long-term
prospects of the participants’ business units, but that may not be adequately incented
by the portion of the bonus calculated on current financial performance. Examples
include retail divisions’ opening a targeted number of new retail stores on schedule and
the launch of new retail concepts. The participant’s supervisor, generally in consultation
with the participant, determines whether the participant’s individual strategic goals have
been met. The plan permits full credit for strategic goals if they have been at least 95%
achieved. Each of the named executive officer participants in the plan received full
credit for his strategic goals in Fiscal 2007.

No portion of the award for achiévement of individual strategtc goals is ordinarily
to be paid unless some portion of the applicable award for operating results is earned,
although the plan authorizes the committee to consider exceptions for extraordinary
strategic successes upon the recommendation of the chief executive officer. No
exceptions of this nature were made for Fiscal 2007.

(vi) Bonus “Bank.” The plan includes the following “bonus bank™ feature:
awards for better than expected EVA are uncapped and “negative awards™ for wotse
than expected results are possible. Any award in excess of three times the target bonus.
and any negative award is credited to the participant’s account in the bonus bank. Each
year, a participant will receive a payout equal to (i) the current year’s award, up to
three times the target, plus (ii) one third of any amount in excess of three times the
target in the current year, and (iii) the current installments of banked awards from
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previous years, if any, which are paid out in three equal annual installments. Prior to

an amendment adopted by the compensation committee in February 2007, if a
participant’s bonus bank was negative, 60% of any positive award would be applied
toward “repaying” the negative balance and 40% would be paid out to the participant.
Under an amendment intended to improve the incentives for improved performance by
business units affected by a significant negative downturn in the markets in which they
compete, if the participant’s bonus bank balance is negative, 50% of any positive award
in excess of two times the target will be applied toward “repaying” the negative
balance and 50% will be paid out to the participant. Any negative balance from a
single year will be canceled to the extent not repaid after three years. Since no named
executive officer had a negative bank balance at the end of Fiscal 2007, the amendment
did not immediately benefit any named executive officer. If the current year’s award is
negative, any positive balance in the participant’s bank is applied against it. Any
positive balance is forfeited if the participant voluntarily resigns from employment by
the Company or is terminated for cause. The committee believes that the “bonus bank”
feature of the plan offers improved incentives for management to focus on building
long-term value in the Company, and that the forfeiture provisions aid the retention of
key employees. Including Fiscal 2007 payouts and accruals, bonus bank balances for
the named executive officers who are plan participants are as follows:

Jonathan D. Caplan . . ... .. ... ... ... ... ... ... ... $ 4,550
RobertJ.Dennis . ............ ... . 0 i $112,833
James C.EStePa . .ot e e e $171,097
James S. Gulmi. . ... ... e -0-

Bonuses reported in column (g) of the Summary Compensation Table below are
bonuses actually earned for the years indicated, disregarding the “banking” feature of
the plan. Because of the banking provisions of the plan, $4,550 of Mr. Caplan’s award
for Fiscal 2007 was mandatorily deferred. As part of their payout for Fiscal 2007,

Mr. Dennis and Mr. Estepa received $112,833 and $128,323, respectively, that had
been mandatorily deferred in prior years.

(viij CEO Annual incentive Compensation. While the chief executive officer is
not a participant in the management incentive plan because of his role in establishing
performance objectives under. the plan, the compensation committee has historically
awarded him a bonus calculated using the multiple earned by corporate staff partic-
ipants in the plan and intends to do sa for Fiscal 2008. In doing so, the committee has
been able to consider any issues that it considered relevant, including the chief
executive officer’s use of discretion in matters that affect corporate staff participants in
the plan. :
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. C. Stock-based Compensation: Grants of stock options and- restricted stock to
key executives of the Company including the named executive officers are intended to
provide them with an incentive to make decisions which are in the long-term best
interests of the Company and thus to balance the shorter-term annual cash incentive
component of executive compensation. Stock-based compensation is also intended to
align the financial interests of management with those of the Company’s shareholders,
since the value of an option or a share of restricted stock is dependent upon, the
Company’s performance and the recognition of that performance in the market for the
Company’s stock. '

Options are typically granted to executive officers and other key employees once
annually. For more than a decade, the committee has made annual option grants as part
of its annual compensation planning meeting held in conjunction with the regularly
scheduled October board meeting. The commitiee has also occasionally made grants to
newly-hired key employees at its next meeting after their employment commenced.
The compensation committee does not attempt to time option grants in relation to the
Company’s release of material information. All option grants carry an exercise price
equal to the fair market value of the underlying stock on the actual date of grant.
Grants of all options currently outstanding provided that they would become exercis-
able in annual installments of 25% of the total number of shares subject to the options
granted. Annual vesting requires the executive to remain employed by the Company
for the entire four-year vesting period to realize fully the gain on the total number of .
shares covered by the option. Options granted under the plan expire ten years after the
date of grant. .

. Prior to the adoption in 2006 of FAS 123(R) (an accounting standard requiring
that employee stock opliofls be reflected as compensation expense in issuing compa-
nies’ financial statements), employee options that satisfied certain criteria, unlike
restricted stock, did not involve compensation expense. Consequently, options wete the
Company’s favored form of stock—based compensation. Restricted stock became a
component of the compensation of all 'executive officers (including the named
executive officers) in Fiscal 2006. The committee replaced a portion of the shares that
had in previous years been granted as options with a lesser number of restricted shares
subject to forfeiture upon termination of the grantee’s employment prior to vesting,
which occurs in four equal annual increments. The committee believes that the
inclusion of restricted stock in the stock-based component of executive compensation
better aligns the interest of management with those of shareholders. Because options
have no value to the employee if the market price of the Company’s stock is at or
below the exercise price, the use of options as the exclusive form of stock-based
compensation may lead to an exaggerated perception of downside risk and greater risk
aversion on the part of option holders as compared to shareholders. Additionally,
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because the compensation committee believes that shares of restricted stock represent a
greater value to recipients upon grant than do options, fewer shares of restricted stock
than options may be granted, resulting in lower earnings per share dilution than 2
stock-based compensation prograin consisting solely of options. On the other hand,
since options havé value to the grantee only to the extent that the market price rises
after the grant date, the committee believes that they constitute a valuable incentive to
work for increased sharéholder value, and continues to allocate a pomon of stock-based

compensation to options.

In Fiscal 2007 the compensation committee granted a total of 110,632 options and
166,769 shares of restricted stock to 87 employees (including 44,898 options and
67.727 shares of restricted stock to the named executive officers). All the restricted
stock and options vest in {our equal annual increments, subject to the grantee’s
continued employment with the Company.

As it does with regard to other elements of direct compensation, the coml)‘éns;ation
committee primarily considers peer group and survey comparison data to determine the
magnitude of stock-based compensation awards. In Fiscal 2007, it considered the
targeted long-term, value of the award, assuming a 5-year holding period and 15%
annual appreciation (i) as 4 multiple of each named executive officer’s base salary and
(ii) as a component.of total direct compensation, in comparison to the peer group and
survey data. (These assumptions are for comparison purposes only, and do not represent
a forecast of future performance or the period for which stock granted will be retained.
The targeted long-term value considercd by the committee is not the value reported in
columns'(e) and (f) of the Summary Compensation Table, below, which rc:presentsl the
compensiltion expense calculated pursuant to FAS 123(R) of restricted shares and
options granted in prior years that vested during each of the fiscal years indicated in
the table.) The Fiscal 2007 grants’ targeted long-term value (which will be realized
only to the extent that 15% annual appreciation in the value of the Company's stock is
achieved and the, named executive officer remains employed and holds the stock
granted for the 5-year period assumed) represented 2.75 times base salary for the chief
executive officer, 2 times base salary for the chief operatmg ofﬁccr and 1.75 times base
salary for each of the other named executive officers. The committee’s Fiscal 2007
valuation of total direct compensation, including the targeted long-term value of the-
stock-based. compensation, averaged 1.1 times the market midpoint for all executive
officers, with a range of 1 to 1.5 times the midpoint for the named executive officers.,
Dastribution within the range reflects individual officers’ compensation history and the
committee’s subjective assessment of factors including the likely current level of | .
market competition for the individual officers’ services. ¥
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In October 2005 the compensation committee approved a special grant of -
restricted stock to executive officers (including all the named executive officers), in
addition to the standard annual grant ofi stock-based compensation. The grant, which
the committee has no present plans to repeat, was designed to enhance retention and
incentive performance by the Company’s most senior managers in conjunction with the
Company’s adoption of new, long-term strategic objectives. All the shares in this one-
time grant are subject to forfeiture upon termination of employment until they vest on
the third anniversary of the grant date.

Early in Fiscal 2008, the nominating and governance committee of the Company’s
board adopted share ownership guidelines for directors and executive officers, including
the named executive officers. The guidelines require that.named executive ofﬁcers hotd
at least the number of shares specified below: ) '

" Chief Exectutive OFFICer. . .. ... vvvveeerrneseennn ... 60,000 shares
Chief Operating Officer. . . T P P 30,000 shares
Chief Financial Officer . ... ....vvvee. .. ST 20,000 shares
Senior Vice Presidents-Operations . . . .. ................ 20,000 shares

The guidelines allow covered executives up to five years from their adoption (or
from subsequently appointed executives’ _appointment dates) to comply with the
guidelines. Resmcted stock grants dnd vested stock option awards may be used to
satisfy the gu;dehnes consistent with the intent that such awards align éxecutive
officers’ interests with those of shareholders. |

3. Other Compensation.

A. Change of Control Arrangements and Severance Plan.

(i} Change of Control.  All the named éxecutive officers are parties to employ-
ment protection agreements The agreements become effective only in the event of a
change of control which' will be deemed to have occurred if a person or group acquires
securities rcpresentmg 20% or more of the voting power of the Company’s outstanding
securities or if lherc is a ¢hange in the majority of directors in a contested election.
Each agreement pr0v1dcs for employment by the Company for a term of three years
following a change of control. In the event that the executive’s employment is
terminated under certain circumstances during the contractual employment period after
a change of control, the executive is entitled to a lump sum payment and the
continuation of certain benefits, as described below under the heading “Change of
Control Arrangements, Employment Agreements and Severance Plan.” Additionally, alt
stock options and restricted stock granted by the Company under the Company’s equity
incentive plans become immediately vested and (in the case of options) exercisable
upon a change of control as defined in the plans.
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The Company believes that reasonable severance and change in control benefits
are necessary in order to recruit and retain effective senior managers. These severance -
benefits reflect the fact that it may be difficult for such executives to find comparable
employment within a short period of time, and are a product of a generally competitive
recruiting environment within our industry, The Company also believes that a change
in control arrangement will provide an executive security that will likely reduce the
reluctance. of an executive to pursue a change in control transaction that could be in the
best interests of our sharcholders, :

(i{) Severance Plan. The Company maintains a Severance Plan for'monthly-paid
salaried employees to provide for certain benefits to covered employees (including the
narned executive officers) in the event of a Company-initiated separation from the
Company other than for cause (as defined in the severance plan). Under the terms of
the plan, an eligible employee is entitled to one week of base salary at the termination
date multiplied by each year of service with the Company with a maximum of 24 wecks
and & minimum of two weeks. The Severance Plan is discussed in further detail unider
the heading “Change of Control Arrangements, Employment Agreements and Sever-
ance Plan.”

B. Defined Benefit. Defined Contribution and Deferred Income Plans.

(i) Defined Benefit Plan. The Genesco Retirement Plan is a noncontributofy,
qualified pension plan, Prior to December 31, 1995, it provided retirement benefits, to
eligible participants based on a formula taking into consideration the average of the ten
highest consecutive years’ earnings of the participant, years of benefit service and other
factors. -

Effective January 1, 1996, the Retirement Plan was amended to establish a cash
balance formula. Benefits earned prior 10 that date under the 10-year average formula
were preserved as of that date. Effective Janvary 1, 2005, the cash balance formula was
frozen and benefit accruals ceased. Beginning in 2003, pamCIpant accounts will be
credited annually with the lesser of {a) 7% or (b) the annual rate of interest on 30. -year
Treasury securities for the month of December immediately preceding the Plan Year
for which the rate applied, The Company makes a supplemental “makeup” payment
outside the Retirement Plan equal to the amount, if any, by which (a) exceeds (b), and
the amount of other contributions that were lost when the Retirement Plan was frozen,
equal to 2.5% of compensation up to the Social Security wage base and 4% of
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compensation above it. For Fiscal 2007, the named executive officers who are
participants in the Retirement Plan received the following “makeup” payments:

Mr. Pennington . . . .. .. .. R e e . P .’ $13,820
Me Gulmi. . ... e e $13,820
Mr. Estepa . . . .. P e $13,820
Mr. Caplan ........ T e DR T $ 4,202

Because he had no vested benefits under the Retirement Plan as of January 1,
2005, Mr. Dennis is not a participant in the Retirement Plan.

The Interna! Revenue Code limited the amount of salary which was taken into
account in calculating Retirement Plan benefits,. Taking into account the preserved
benefits under the average of the ten highest years and the accumulated funds in cash
balance formula, and assuming that the participant’s accrued benefits at normal
retirement are taken in the form of single life annuity, the estimated annual benefit
payable for each participating named executive officer atretirement is as follows:
Mr. Pennington — $66,351; Mr. Caplan — $11,808; Mr. Estepa — $28,988; and
Mr. Gulmi — $63,865. ' ‘

The years of benefit service of the participating named executive officers are: Hal
N. Pennington -— 43 years; Jonathan D. Caplan — 12 years; James C. Estepa —
20 years; and James S. Gulmi — 33 years. The carnings of such persons for purposes
of computing benefits under the Retirement Plan in 2004 are substantially the same as
set forth in the Summary Compensation Table in the salary and bonus columns, except
that the Internal Revenue Code limited the amount of a person’s annual earnings which
could be taken into account in calculating benefits under the Retirement Plan during
any calendar year. A participant has no vested benefits under the Retirement Plan until
he or she has five years’ service with the Company.

{ii) Defined Contribution Plan. The Company also offers to all employees
(including the named executive officers) a voluntary defined contribution plan designed
to comply with Section 401(k) of the Internal Revenue Code of 1986. Participants in
the plan (inciuding all the named-executive officers) may defer a percentage of their
qualifying pre-tax compensation for each year. Beginning with calendar year 2006, the
Company has made a matching contribution equal to 100% of deferrals up to 3% of
compensation (limited to $225,000) plus 50% of the next 2% of compensation
(similarly limited) deferred.

In Fiscal 2007, each of the named executive officers received a matching
contribution of $8,800.
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Such amounts are included in column (i) of the “Summary Compensation Table,”
below. Deferrals and matching contributions to the plan may be invested in any of a .
number of mutual fund investments and in a guaranteed income option. Participants
may also self-direct their investments, subject to certain restrictions.

(iii) Deferred Income Plan. The named executive officers, in addition to other
eligible employees, may participate in the Deferred Income Plan. Under this Plan, the
participant may-elect to defer up to 15% of base salary, 100% of bonus payouts, and
15% of the supplemental “makeup” payment discussed above. Deferrals in the plan are
not matched by the Company. The Deferred Income Plan is discussed in further detail
under the heading “Nonqualified Deferred Compensation,” below.

C. Perquisites. The Company provides named executive officers with perquisites
and other personal benefits that the Company and the committee believe are reasonable
and consistent with its overall compensation program to better enable the Company to
attract and retain superior employees for key positions. - ;

In connection with his, appointment as chief operating officer, the Company
reimbursed Mr. Dennis for expenses incurred in connection with his relocation to
Nashville, and for income taxes payable on the reimbursement. The Company considers
relocation expenses on a case-by-case basis.

In addition to participation in the plans and programs described above, the named
executive officers are provided financial or estate planning and tax preparation
assistance not to exceed $5,000 per year. The Company pays luncheon club dues for
the chief executive officer and chief financial officer to facilitate business entertaining,
All employees, including named executive officers, are entitled to a discount on
merchandise sold by the Company equal to 40% off the suggested retail price.
Additionally, named executive officers are provided with life insurance with a death
benefit of up to $90,000 and participate in a supplemental medical and dental insurance
plan available to middle- and senior-management employees that covers deductibles,
co-payments and certain exclusions under the standard health insurance programs
available to all employees. '

Attributed costs of the personal benefits described above for the named executive
officers for Fiscal 2007 are included in column (i) of the “Summary Compensation
Table,” below.
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4. Tax Considerations. o : '

A. Tax Deductibility of Compensation. The compensation committee reviews
and considers the deductibility of executive compensation under Section 162(m) of the
Internal Revenue Code, which provides that the Company may not deduct compensa-
tion of more than $1,000,000 that is paid to, certain individuals. The committee may
choose to approve compensation that will not meet these requirements when it
considers the potential benefit to the Company to exceed the value of the tax
deduction.

B. Nongualified Deferred Co’mbeﬁsatfon. On October 22, 2004, the American
Jobs Creation Act of 2004 was signed into law, changing the tax rules applicable to
nonqualified deferred compqnéation arrangements. While the final regulations have not
become effective yet, the Company believes that it is operating in good faith
compliance with the statutory provisions which were effective January 1, 2005. A more
detailed discussion of the Company’s nonqualified deferred compensation arrangements
is provided under the heading “Nonqualified Deferred Compensation,” below. -
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COMPENSATION COMMITTEE REPORT .

-The compensation committee of the Company has reviewed and discussed the
Compensation Discussion and Analysis required by Item 402(b}.of Regulation S-K
with management and, based on such review and discussions, the compensation
committee- recommended to the Board that the Compensanon DlSCl.lSSlOI] and Analysis
be included in'the Proxy Statemem . cee

‘By the Committeé:
Matthew C. Diamond, Chalrman
Leonard L. Berry ‘

Kathleen Mason
William A. Williamson, Jr.

The foregeing report of the compensation committee shall not be deemed incorpo-
rated by reference by any general statement incorporating by reference this proxy
statement into any filing under the Securities Act of 1933 or the Securities Exchange
Act of 1934, except to the extent that the Company specifically incorporates this
information by reference, and shall not otherwise be deemed filed under such acts.

Compensation Committee Interlocks and Insider Participation

During Fiscal 2007, no member of the compensation committee had at any time
been an officer or employee of the Company or any of its subsidiaries. In addition,
there are no relationships among the Company’s executive officers, members of the
compensation committee or entities whose executives serve on the board of directors or
the compensation committee that require disclosure under applicable SEC regulations.
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SUMMARY COMPENSATION TABLE »

. ,']_‘he table below summaﬁzes the . total comﬁeﬁsation ‘ga.med by each of the named
executive officers for Fiscal 2007,

t s

Change in
1 Pension
Value end
' . Notqualified
' Non-Equity Deferred
Stock  Option  Incentive Plan  Compensation Al Other

Name and .Salary  Bomus  Awards Awards Compensation  Earnings  Compensation  Total

Principal Position Year ®  m [0 [} -8 $) (5

(a) (b oK) (dH2) (M3 (D) 1gi5) (hy5) (i3} ]

Ha! N. Penpington. . . . Fiscal Year Ended 720,000 759000 848,536 953,195 -0- 85,258 43400 3,409,389
Chainnan and Chief February 3, 2007
Executive Officer ! .

James §. Gulmi . . . .. Fiscal Year Ended 350,000 J0- 2600672 189401 217,800 . 75995 44769 1,139.637
Senior Vice President- Febmary 3, 2007 : : ' '

Finance and Chief ) .
Financial Officer ‘

Robert J. Denais, . . . . Fiscal Year Ended 500,000 -0- 507,872 334624 462,000 4,963 288,708(8) 2,098,197
President and Chief February'3, 2007 ' }
Operating Otficer K -, .

Jonathan D. Caplan . . . Fiscal Year Ended 290000 A0- 215488 226,098 396,825 68,028 29315 L225814
Senior Vice President February 3, 2007 ,

James C.'Estepa ..... Fiscal Year Ended 495,000 -0- 451466 400364 205584 ns 33237 | 1,683426
Senior Vice President February 3, 2007 . '

(1) The amounts in column {c} include salary voluntarily deferred in the Defined Benefit
Plan and the Deferred Income Plan described under the heading “Other Compensa-
tion — Defined Benefit, Defined Contribution and Deferred Tncome Plans” in the
“Compensation Discussion and Analysis” section, above, in the following amounts:

Name . JAmmint Deferred
Hal N. Pennington ... ................ N .. : $ 34,123
James S. Gulmi . .. .. .o L e 150,681
Robert J. Dennis . ..., ... ... ettt 406,816
Jonathan D. Caplan ......... ... ... ...t oo 1151,231
James C. Estepa.............. P . e 21,028

Mr. Pennington’s annual incentive pay is reported in column (d) because it is tech-
nically in the discretion of the compensation committee, although the committee
awarded his bonus for Fiscal 2007 on the same basis as if he had been a corporate
staff participant in the EVA Incentive Plan, has never awarded the bonus on any
other basis, and intends to award the Fiscal 2008 bonus on the same basis. See the
discussion under the heading, “Annual Incentive Compensation” in the

I . [Footnotes continued on next page.]

2)
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3

{4)

)

“Compensation Disclosure and- Analysis” section, above. Mr. Pennington elected to
defer $8,219 of the amount reported in column (d} in the Defined Contribution
Plan and the Deferred Income Plan. All the other named executive officers’ annual
incentive compensation is reported in column (g). ’

The amounts in column (e) are the dollar amounts of restricted stock awards under
the 2005 Equity Incentive Plan that were recognized for financial statement report-
ing purposes for Fiscal 2007 pursuant to FAS 123(R). They thus include amounts
related to portions of awards granted both in Fiscal 2007 and in prior years.
Assumptions used in the calculation of these amounts are included in footnotes 1
and 12 to the Company’s audited financial statements for Fiscal 2007 included in
the Company’s Annual Report on Form 10-K filed with the SEC on April 4, 2007,

The amounts in column (f) are the dollar amounts of option awards under the 1996
Stock Incentive Plan and the 2005 Equity Incentive Plan that were recognized for.
financial statement reporting purposes for Fiscal 2007 pursuant to FAS 123(R).
They thus include amounts related to portions of awards granted both in Fiscal
2007 and in prior years. Assumptions used in the calculation of these amounts are
included in footnotes 1 and 12 to the Company’s audited financial statements for
Fiscal 2007 included in the Company’s Annual Report on Form 10-K filed with the
SEC on April 4, 2007.

The amounts in column (g) are cash awards under the Company’s EVA Incentive Plan,
discussed in greater detail under the heading “Annual Incentive Compensation™ in the
“Compensation Discussion and Analysis™ section, above. They include amounts volun-
tarily deferred by the named executive officers in the Company’s Defined Centribution
Plan and Deferred Income Plan, discussed under the heading “Other Compensation —
Defined Benefit, Detined Contribution and Deferred Income Plans™ in the “Compensa-
tion Discussion and Analysis” section, above. They also include, in the case of

Mr. Caplan, $6,825 inandatorily “banked” pursuant to the terms of the EVA Incentive
Plan, as described above, Mr. Dennis also received a cash payment of $112,833, repre-

-senting a portion of his incentive award earned for Fiscal 2005 that was previously

mandatorily “banked” under the terms of the EVA Incentive Plan. Of the amounts
reported in column (g), the named executive officers elected to defer the following
amounts in the Salary Deferral Plan and/or the Deferred Income Plan.

Name ' ' -Amour! Deferred
James S. Gulmi . . . . . .. P L $ 75,764
Robert J. Dennis .. ................ S 109,400
James C. Estepa. . ......... .. ... ... . 13,217
Jonathan D. Caplan ... 0., ... . ... ... 69,020

[Footnotes continued on next page.]
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(6) The amounts in column (h) are the sum of (é) any actuarial increase in the present

0]

8

value of the named executive officers’ benefits under the Genesco Retirement Plan,
determined using interest rate and mortalily assumptions consistent with those used
in the Company’s financial statements and (b) the amount of earnings on nonquali-
fied deferred compensation under the Company’s Deferred Income Plan described
under the heading “Other Compensation — Defined Benefit, Defined Contribution
and Deferred Income Plans” in the “Compensation Discussion and Analysis™ above
that exceed 120% of the applicable federal long-term interest rate. Negative
changes in the actuarial value of Retirement Plan benefits are not reflected in col-
umn (h).

For each of the named executive officers, the compenents of the sum reported in
column (h) are as follows:

( {(b)
Change in Pax?esent Value Excess Deferred Income
of Pension Benefits Plan Earnings

Name ] ($) [63]
Hal N. Pennington. .. .......... -0- 85,258
James S. Gulmi............... 17,712 ‘ 58,283
Robert J. Dennis ... ........... -0- . 4,993
Jonathan D. Caplan . .. ......... 3,642 , 64,386
James C. Estepa . ............. 775 : -0-

The amounts in column (i) include, for each executive officer, medical, dental and
long-term disability insurance premiums paid by the Company, matching contributions
to the Company’s Defined Contribution Plan, and an employee discount on merchan-
dise sold by the Company that is available to all full-time employees. For all the
named executive officers except Mr. Dennis, the amounts in column (i) include the
supplemental retirement payment discussed under the heading “Defined Benefit,
Detined Contribution and Deferred Income Plans,” matching charitable contributions
up to $600 per employee, available to all employees, the premiums for a basic amount
of long-term care insurance available to all employees, and the cost to the Company
of the supplemental medical and dental coverage described under the heading “Other
Compensation — Perquisites” in the “Compensation Discussion and Analysis,” above.
For Mr. Pennington and Mr. Gulmi, the amounts include luncheon club dues, and for
Mr. Gulmi and Mr. Dennis, an automobile allowance.

Includes $191,095 of relocation expense reimbursement and $69,654 of reimburse-
ment of income taxes payable on the relocation expense and tax reimbursements.
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GRANTS OF PLAN BASED AWARDS FOR FISCAL 2007

‘The following table shows, for each 'of the named executive ofﬁcers,' information

regarding their target awards under the Company’s EVA Incentive Plan in Fiscal 2008,
and grants to them of restricted stock and stock options under the 2005 Equity
Incentive Plan in Fiscal 2007.

All Other
- Al Other Stock  Opticn Awards:
Estiristed Future Payouts 5
: +Under Hen-Equity fneeatlve Namberol  Senmier TawPrie  Graot Dute
ards Shares of Stock of ~ Underlying  of Option  Falr Value of
Threshold  Target  Maximam Units ' Options Awards Stock and

Name Grant Date L) &3 ) U] (L) (&/Sh)  Option Awards

W ib) Wy @ © ik @0 hi @

Hal N, Pepnington . . .. .. .. N/A — . §57.000 - — . — —

Chaizman and Chief October 24, 2006 — - - 26,469 g —  $1,009.528
Executive Officer October 24, 2006  — - = — 17.547 $38.14 328,653

James 8, Gulmi, . .. .. .. .. N/A — S50 — — - —

Senior Viee President October 24,2006 — S 8,197 — — 5 326M
Finance and Chief Financial ~ October 24, 2006 | — [ — —_ 5,434 £38.14 101,779
Officer . . '

Robert J, Dennis . ., .. .. .. NiA —  §%0000  — - - -

President and Chief October 24,2006 — - - 14,758 - — § 62810
Operating Officer October 24, 2006  — - - — S 978, $3814 183,254

Jonathan D), Caplan. . . . .. .. NIA v = $130,000 —_ — — —

Senior Vice President October 24, 2006 — _ = 6,737 — — § 136949
Ocwber 24,2006 — - - - 4466 $3814 1~ 83648

James C. Estepa . . .. ... .. N/A —_ $300,000 —_ — L - —

Senior Vice President October 24, 2006 —_ — — 11,566 — —  § 41127
October 24,2006 — - - — e S8 143603

(1) Columns {c), (d) and (e) relate to the Company’s EVA Incentive Plan. As discussed
in detail under the heading “Annual Incentive Compensation™ in the “Compensation
Discussion and Analysis,” potential awards are uncapped (although any award in
excess of three times the target is mandatorily deferred and at risk for future per-
formance) and negative awards that may be offset against positive bonus bank bal-
ances deferred from past years and from future positive awards are possible.
Consequently, no “Threshold” (column (c)) or “Maximum” (column (€}) is
apphcable '

(2) The shares reported in column (f) are restricted stock grants under the 2005 Equity
Incentive Plan. The grants vest in four equal annual installments, subject to the
grantee’s continued employment with the Company.

(3) The options reported in column (g) were granted under the 2005 Equity Incentive

Plan. They vest in four equal annual installments, subject to the grantee’s continued
employment with the Company. . -
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OUTSTANDING EQUITY AWARDS AT FISCAL 2007 YEAR-END

The following table shows, for each named executive officer, certain information. -
concerning vested and unvested equity awards outstanding at February 3, 2007. The
awards include stock options and restricted stock, as described under the heading
“Stock-Based Compensation” in the “Compensation Discussion and Analysis,” above.

Name

@ .

N

Hal N. Pennington. . . .. . ..

Chairman and
Chief Executive Officer

James S. Guimi .........

Senior Vice President
Finance and Chief
Financial Officer

President and -
Chief Operating Officer

Jonathan D. Caplan . . . . . ..

Senior Vice President

tames'C. Estepa . . . . . . ...

Senior Vice President

Option Awards Stock Awards
Number of Number of
Securities Securities Number of Market Value
Underlying Underlying Shares or of Shares of

Unexercised Unexercised

Units of Stock Units of Stock

Options Options Option Option That Have That Have
# ] Exercise Price Expiration Not Vested Not Vested
Exercisable Unexercisable 9] Date (#) %)
(b)) «© {d) (e} (H2) {gH3)
10,368 -0- 17.00 1042472011 74,675 $3,051,220
59,034 -0- 16.76 1111312012
97,500 32,500 17.50 10/21/2013
37,500 37,500 24.90 10/26/2014
4,176 12,528 3640 1012502015
-0- 17,547 8.4 10/24/2016 o
10,600 -0- 12.75 10/28/2007 - 22,955 937,941
12,000 T 13.19 1170412009
6,000 -0- 16.63 10/16/2010
20,000 -0 17.00 1072472011
20,000 -0- 16.76 111372012
15,000 5,000 17.50 107212013
10,000 10,000 24.90 10/26/2014
1,163 3487 36.40 10/25/2015
0 5434 A4 102412016 v
20,000 -20,000 23.54 0440112014 44,447 1,816,104
20,000 20,000 24.90 102612014
2,063 6,189 36.40 1012572015
(- 9,784 38.14 10/24/2016
25,000 o 1676 11132012 18967 774,992
18,750 6,250 17.50 1072172013
12,500 12,500 24,90 10/26/2014
964 2,850 3640 1072572015 .
-0- 4466 38.14 10/24/2016
-0- 12,500 17.50 10/2172013 39,155 1,599,873
-0- 26,000 24.90 10/26/2014
1,644 4,932 36.40 1042572015
C- 7667 v\ 38.14 102412016

(1) All options were granted under the 2005 Equity Incentive Plan on the dates which
are ten years before the expiration dates shown, and vest in four equal annval -

. ingtallments beginning on the first anniversary of the grant date. + |

. [Footnotes continued on next page.]

’
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(2) The-shares of restricted stock vest on the following schedule: -
Restricted Shares

Name S, : Grant Date Qutstanding . Vesting Increments
Hal N. Penningtén. . ... ................... 1012572005 29,308 29,308 on 10/25/2008

s 10/25/2005 18,808 6,299 on 10/25/2007
. . o - 6,300 on. 10/25/2008
6,299 on 10/25/2009

1072412006 ,26,469 6,618 on 10/24/2007

, 6,617 on 10/24/2008

6,617 on 10/2472009

: L 6,617 on 102412010

James . Gulmi . ... ....... Ca e o 102252005 9,498 9,498 on 10/25/2008

10/2512005 5,260 1,753 on 10/25/2007
. . 1,754 on 10/25/2008
oo . 1,753 on 10/25/2009

10/24/2006 8,197 2,050 on 10/24/2007

\ . 2,049 on 10/24/2008

2,049 on 10/24/2000

- 2,049 on 10/24/2010

Robert L.Dennis. ... .....cvvuvinonnnnnn . 10/25/2005 20,353 20,353 on 10/25/2008

1072572005 9,336 3,112 on 10/25/2007
3,112 on 10/25/2008
3,112 on 1072572009

1002472006 14758 3,600 on 10/24/2007

' 3,689 on 10/24/2008

3,690 on 10/24/2009

) 3,689 on 1042412010

Sonathan D. Caplan . .. ... . . . PR 10/25/2005 7870 7,870 on 1042572008

1042572005 4,360 1,453 on 10/25/2007
1,454 on 10/25/2008
1,453 on 10/25/2000

10/2472006 6,737 1,685 on 10/24/2007

! ' ) 1,684 on 10/24/2008

) " 1,684 on 10/24/2009

1,684 on /2412010

James C. Estepa . . . ....... e 1012512005 20,149 20,149 on 10/25/2008

1072572005 7,440 2,480 on 10/25/2007
' 2,480 on 10/25/2008
2,480 on 10/25/2009

1072412006 + 11,566 2,892 on 10/24/2007

2,891 on 10/24/2008

. 2,892 on 102472009

At . ) 2,891 on 10/24/2010

ot
N

(3) Market value is calculated based on the closing price of the'Company’s common
stock on the NYSE on Febmary 2, 2007 ($40.86).
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OPTION EXERCISES AND STOCK VESTED IN FISCAL 2007

The following table shows, for each named executive officer, certain information
about his stock option exercises, if any, and shares of restricted stock that vested,
during Fiscal 2007: ;

Option Awards : Stock Awards

: Number of
Number of Shares .
Shares Acquired Value Realized Acquired on Value Realized

. on Exercise on Exercise Vesting on Vesting
Name (# ($) # %)
@ (b) B (3¢ ) ©2)
Hal N. Pennington.. . . . . , 5,966 118,425 6,300 . 238,329
James S. Gulmi....... 36,035 909,012 1,754 66,354
Rebert J. Dennis .. .. .. -0- -0- 3,112 117,727
Jonathan D. Caplan ..... =~ -0- -0- 1,454 55,005
James C. Estepa ...... 82,500 1,766,000 2,480 931,818

(1) Amounts reflect the difference between (a) the product of (i) the closing price of '
the Company’s common stock on the NYSE on the exercise date times (ii) the
number of shares acquired on exercise, minus (b) the total exercise price for the-
shares so acquired. . |

(2) Amounts reflect the product of the closing price of the Company’s common stock
on the NYSE on the vesting date times the number of shares vested.
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PENSION BENEFITS IN FISCAL 2007

The following tablzs shows, for each of the named executive officers, his number
of years credited service and the actuarial present value of his accumulated benefit
under the Genesco Retirement Plan, discussed in “Compensation Discussion and
Analysis — Defined Benefit, Defined Contribution and Deferred Income Plans,” above.
Both credited service and the present value of the accumulated benefit are calculated as
of December 31, 2006, the plan measurement date used for financial statement
reporting purposes with respect to the Company’s audited financial statements for
Fiscal 2007, The valuation method and material assumptions reflected in the calculation
of the present value of the accumulated benefit are those included in footnote 10 to the
Company’s audited financial statements included in the Company’s Annual Repon on
Form 10-K, filed with the SEC on April 4, 2007.

Number of Present Value  Payments
Years Credited of Accumulated During Last

Service Benefit - Fiscal Year
Name Plan Name # % $)
(a) b © )] {e)
Hal N. Pennington . . .. ... Genesco Retirement Plan 43 643,009 -0-
James §. Gulmi . ... .. ... Genesco Retirement Plan 33 540677 . -0
Robert J. Dennis . . ... ... Genesco Retirement Plan -0- -0- . -
Jonathan D. Caplan. . ... .. Genesco Retirement Plan 12 165,732 -

James C. Estepa. . ... .... Genesco Retirement Plan 20 . 195,903 -0-

38




NON-QUALIFIED DEFERRED COMPENSATION

The following table sh()ws,'for each named executive officer, his contributions to
and investment earnings on balances in the Company’s Deferred Income Plan,
described under the heading “Deferred Income Plan™ in the “Defined Benefit, Defined
Compensation, and Deferred Income Plans” section of the “Compensation Discussion
and Analysis,” above. Earnings on plan balances are from investments selected by the
participants, which may not include Company securities. '

Executive | Registrant Aggregate Aggregate Aggregate
Contributions in  Contributions Earnings in Withdrawals/ Balance at Last
. . Last FY in Last FY Last FY Distributions , FYE
Name (%) $) % $) (%)
(@ (by - (c) - (d) (e} U]
Hal N. Pennington. . .~ 11,873 - 85,258 -0- " 1,192,004
James S. Gulmi. . . . . 139,413 0 5‘8,283 ' -0- 648,309
Robent J. Dennis . . . . 101,028 -0- 4,993 -0- 14,463
Jonathan D. Caplan . . 134,934 -0- 64,386 -0- 609,320
James C. Estepa . . . . -0- -0- -0- -0- -0-

CHANGE OF CONTROL ARRANGEMENTS, EMPLOYMENT AGREEMENTS
AND SEVERANCE PLAN

All the named executive officers are parties to employment protection agreements,
The agreements become effective only in the event of a Change of Control, which is
defined as (i) any person (as defined in Section 3(a}(9) of Exchange Act, and as used
in Sections 13(d) and 14(d) thereof), excluding the Company, any majority owned
subsidiary of the Company (a “Subsidiary”) and any employee benefit plan sponsored
or maintained by the Company or any Subsidiary (including any trustee of such plan
acting as trustee), but including a “group” as defined in Section 13(d)(3) of the
Exchange Act (a “Person”™), becomes the beneficial owner of shares of the Company
having at least 20% of the total number of votes that hay be cast for the election of
directors of the Company (the “Voting Shares™); provided, however, that such an event
shall not constitute a Change of Control if the acquiring Person has entered into an
agreement with the Company approved by the Board which materially restricts the
right of such Person to direct or influence the managément or policies of the Company;
(ii) the shareholders of the Company shall approve any merger or other business
combination of the Company, sale of the Company’s assets or combination of the
foregoing transactions (a “Transaction™) other than a Transaction involving only the
Company and one or more of its Subsidiaries, or 2 Transaction immediately following
which the shareholders of the Company immediately prior to the Transaction'(exclud:
ing for this purpose any shareholder of the Company who also owns directly or
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indirectly more than 10% of the shares of the other company involved in the
Transaction) continue to have a majority of the voting power in the resulting entity; or
(iil) within any 24-month period beginning on or after the date hereof, the persons who
were directors of the Company immediately before the beginning of such period (the
“Incumbent Directors™) shall cease (for any reason other than death) to constitute at
least a majority of the Board or of the board of directors of any successor to the
Company, provided that any‘diréctor who was not a director as of the date hereof shall
be deemed to be an Incumbent Director if such director was elected to the Board by, or
on the recommendation of or with the approval of, at least two-thirds of the directors
who then qualified as Incumbent Directors either actually or by prior operation of this
section, Each agreement provides for employment by the Company for a tertn of three
years following a Change of Control. The executive is to exercise authority and
perform duties commensurate with his authority and duties immediately prior to the
Change of Control. He is also to receive compensation (including incentive compensa-
tion) during the term in an amount not less than that which he was receiving
immediately prior to the Change of Control. If the executive’s employment is
terminated by death or disability during the term of the agreement, he is entitled to
receive his salary, any deferred compensation, all amounts owing to him under any
applicable employee benefit plans, and a bonus equal to the average of the two most
recent annual bonuses received by the executive, prorated for the number of days in the
current fiscal year that the executive was employed. If the executive is terminated for
cause or quits voluntarily during the employment period, he is entitled to receive the
same compensation payable in case of termination by death or disability, except that
the prorated bonus would not be payable. '

_‘If the executive’s employment is actually or constructively terminated by the
Company without cause during the term of the agreement, the executive will be entitled
to receive his base salary through the termination date, and a lump-sur’severance
allowance equal in Mr. Pennington’s case to three times and in the case of the other
named executive officers to two times (i) his or her annual base salary, plus (ii) the
average of his two most recent annual bonuses, plus (iii) the present value of the
annual cost to the Company of obtaining coverage equivalent to the co'vcrage provided
by the Company prior to the Change of Control under any welfare benefit plans
{(including medical, dental, disability, group life and accidental death insurance) plus
the annualized value of fringe bencfits provided to the executive prior to the change of
control, plus reimbursement for any excise tax owed thereon and for taxes payable by
reason of the reimbursement. Amounis payable under the employment protection
agreements are to be reduced by any amount received under the general severance plan
described below. .

40




All stock options and restricted stock granted by the Company under the
Company’s equity incentive plans generally become immediately vested and {in the
case of options) exercisable upon a Change of Control as defined in the plans, provided
(in the case of certain of the options} that at least six months have lapsed since the
date the option was granted.

The following table shows for each of the named executive officers, assuming that a
Change of Control, followed by immediate involuntary termination of his employment,
occurred on February 3, 2007, the estimated amounts payable with respect to (a) salary
and (b) bonus, (c) the value, based on the closing price of the Company’s stock on the
NYSE on that date of all previously unvested stock options (less the applicable exercise
price) and restricted stock subject to accelerated vesting, (d) the estimated value of the
payment retated to benefits provided under the Change of Control agreement, (e} the non-
qualified deferred compensation (which would be paid upon termination for any reason
regardless of whether a Change of Control has occurred, under the terms of the Deferred
Income Plan, (f) the gross-up related to excise taxes that would have been reimbursable to
the officer (assuming a 35% marginal federal income tax rate), and (g) the total of items
{(2) through (f). The actual awards and amounts payable can only be determined at the time
of each executive’s termination of employment.

Accelerated Deferred

Stock-Bascd Estimated Compensation
Salary Bonus Compensaticn Benefits Value Payoul Tax Gross-Up  Total
ta1) (b){2} (©)(3) (dH4) (&) s {g

Name $) %) $ %) 5 $)

Hal N. Pemnington . . . .. 2,160,000 3,256,575 4,468,866 222,623 1,192,004 2134699 13,434,767
James 8. Gulmi. . ... .. 700000 625,850 920,763 282,886 648,309 0 3177808
Robert ). Deonis . . . . .. 1,000,000 1,177,258 1,435,238 176,810 114,463 0 3.903,769
Jonathan D, Caplan . ... 580,000 419812 873,721 286,753 -0- 434357 2,594,643

James C. Estepa ... ... 990,000 1,656,376  2.073.346 95,481 609,320 0 5424523

1) For Mr. Pennington three times, and for all others two times, the annual base salary
of the named executive officer as of February 2, 2007.

2) For Mr. Pennington three times, and for all others two times, the average of the last
two annual bonuses earned by the named executive officer,

3) The value, based on the closing price of the Company’s common stock on the NYSE
on February 2, 2007, of the previously unvested restricted stock and stock options
that would have vested on an accelerated basis upon the Change of Controt,

4) Includes the present value, calculated using the annual federal short-term rate as
determined under Section 1274(d) of the Internal Revenue Code of (a) the annual
cost to the Company of obtaining coverage under the welfare benefit plans dis-
cussed above and (b) the annualized value of fringe benefits provided to the named
executive officer immediately prior to February 3, 2007.
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General Severance Plan. The Company maintains a severance plan for monthly-
paid salaried employees to provide for certain benefits in the event of a Company-
initiated separation from the Company other than for cause (as defined in the plan).
Under the terms of the plan, an eligible employee is entitled to one week of his or her
base salary at the termination date multiplied by each year of service with the
Company with a maximum of 24 weeks and a minimum of two weeks. If their
employment had been terminated without cause as of February 2, 2007, the named
executive officers would have been entitled to the following severance payments under
the plan: Mr. Pennington — $360,000; Mr. Caplan — $78,077; Mr. Dennis — $48,044;
Mr. Estepa — $199,904; and Mr. Gulmi — $175,000. '
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DIRECTOR COMPENSATION

The following table shows, for each director of the Company who is not also a
named executive officer, information about the director’s compensation in Fiscal 2007.

Change in
Pension
Value
Fees and
Earned or Non-Equity  Nonqualified All
Paid in  Stock  Option Incentive Plan  Deferred Other
Cash  Awards Awards Compensation Compensation Compensation Total
Name ($) ($) ($) )] ' Earnings (&3] %
@ . (b)(1} {£)2) (d) (e) (D (X3 th)
James 8. Beard . .. ... .. .. 49,000 19,665 -0- -0- -0- 2,342 71,007
Leonard L. Berry. . .. .. ... 45500 47111  -0- -0- -0- 1779 94,390
William F. Blaufuss, Jr. . ... 553500 46,000 -0- -0- -0- 2,342 103,842
James W. Bradford . ... ... 43,500 19,665 -0- -0- -0- 1,567 64,732
Robert V.Dale .......... 71,000 47,111 -0- -0- -0- 3072 121,183
Matthew C. Diamond . . . . . . 32,500 47111 -0 0- -0- 23,920 103,531
Marnty G. Dickens . ..... .. 50,000 46,000 -0- -0- -0- 1,779 91,719
Ben T.Hamis ........... 9750 11,667 -0- -0- -0- 39.963 61,380
Kathleen Mason .. ... .... 36,500 47,111 -0- -0- 0- 21530 105,141
William A. Williamson, Jr. .. 23000 47111 -0- 0- -0- 33072 103,183

(1) Cash fees include annual director’s retainer and, where applicable, committee chair
fees, reduced for Mr. Diamond, Mr. Harris, Ms. Mason and Mr. Williamson by the
amount of fees voluntarily exchanged for Retainer Stock, all as described below.

(2) The amounts in column {c¢) are the dollar amounts of restricted stock awards that
were recognized for financial statement reporting purposes pursuant to FAS 123(R).
They thus include amounts related to portions of awards granted in both Fiscal
2007 and in prior years. Assumptions used in the calculation of these amounts are
included in footnote 12 to the Company’s audited financial statements for Fiscal
2007, included in its annual report on Form 10-K, filed with the SEC on April 4,
2007. The following table shows the grant date fair value of restricted stock awards
to each director in Fiscal 2007;

Matthew C. Diamond. . .. ... ... ... $82,666.68
Ben T. Harmis. . . .. . ot e e e i $99,962.76
Kathleen Mason. . . ...ttt e e e e e e e $79.962.72
William A. Williamson, Jr. .. ... .. . . $90,000.00

(3) The amounts reported in column (g) include, for each director, the premium paid
by the Company for life insurance coverage as described below and the “gross up”
for income taxes payable with respect to such premiums. Also includes, for
Mr. Diamond, Mr. Harris, Ms. Mason and Mr. Williamson, the compensation cost
computed under FAS 123(R) related to restricted stock received in voluntary
exchange for a portion of their cash compensation, as described below.
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Directors who are not employees of the Company receive a retainer of $30,000 per
year and fees of $1,500 for each board meeting they attend in person, $1,000 for each
committee meeting they attend in person and $750 for each meeting they attend by
telephone. Each comimittee chairman receives an additional $4,000 per year. The
presiding director, who also chairs the nominating and governance committee, receives
an additional retainer of $7,500 per year, The Company also pays the premiums for
non-employee directors on $50,000 of coverage under the Company’s group term life
imsurance policy, plus additional cash compensation to offset taxes on their imputed
income from such premiums. Directors who are full-time Company employees do not
teceive any extra compensation for serving as directors.

The 2005 Equity Incentive Plan (the “2005 Plan™) permits the board of directors
to make stock-based compensation awards to non-employee directors. Under the 1996
Stock Incentive Plan (the “1996 Plan™) prior to the approval of the 2005 Plan, newly-
elected directors automatically received shares of common stock valued at $15,000 on
the date of the first annual meeting at which he or she was elected a director, and all
non-cmployee directors received shares of restricted stock valued at $44,000 on the
date of each annual meeting. The shares, which vested in three equal, annual
increments on the anniversary of the grant date were subject to restrictions on transfer
for five years after they were granted unless the director left the board earlier. The
1996 Plan also permitted non-emplovee directors to elect to exchange all or part of
their annual retainers for shares of restricted stock at 75% of the shares’ fair market
value. Such shares were subject to the same restrictions on transfer and to forfeiture if
the director’s service terminated before the retainer represented by such shares was
earned. In October 2006, the board granted restricted stock under the 2005 Plan on the
same formula and on the same terms as had been provided under the 1996 Plan to
seven directors in exchange for part or all of their retainers for Fiscal 2008, The
compensation cost computed under FAS 123(R) related to the stock received in
exchange for cash retainers in Fiscal 2007 was as follows:

Matthew C. Diamond . . ..............vvieeo. ... . $22,668.18
Ben T. Harris . . ... ... i i e $39,962.76
Kathleen Mason . .. . ... ... ... $19,962.72
William A. Williamson, Jr. . .. ... ... .. . . o $30,000.00

As of April 24, 2007, 242,548 shares of commeon stock had been issued to non-
employee directors pursuant to the 1996 Plan, of which 24,745 had been forfeited, and
27,553 shares had been issued to such directors under the 2005 Plan.
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AUDIT MATTERS

" RATIFICATION OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

The firm of Emst & Young LLP served as the independent registered public
accounting firm to the Company in the fiscal year ended February 3, 2007, and has
been retained by the audit committee in the same capacity for the current fiscal year.
The firm’s appointment is submitted for shareholder ratification at the annual meeting.
If shareholders do not ratify the firm’s appointment, the audit committee will
reconsider the appointment. The board of directors recommends a vote FOR ratifi-
cation of this appointment and your proxy will be so voted unless you specify
otherwise. Representatives of the firm are expected to be present at the annual
meeting, will have the opportunity to make a staternent if they desire to do so, and will
be available to respond to appropriate questions.

Audit Committee Report

The audit committee is composed of four independent directors as defined under
the current rules of the NYSE and applicable SEC regulations. The audit committee
oversees the Company’s financial reporting process on behalf of the board of directors.
The committee’s charter is available on the Company’s website, www.genesco.com.
Management has the primary responsibility for the financial statements and the
reporting process, including the system of internal control over financial reporting.

The committee has met and held discussions with management and the Company’s
independent registered public accounting firm, Emst & Young LLP. The committee
met with management and the independent registered public accounting firm to review
and discuss with them each of the Company’s consolidated quarterly and annual
financial statements. Management represented to the committee that the Company’s
consolidated financial statements were prepared in accordance with generally accepted
accounting principles. The committee discussed with the independent registered public
accounting firm the matters required to be discussed by Statement on Auditing
Standards No. 61 (Communications With Audit Committees), as amended.

In addition, the commitiee has discussed with the independent registered public
accounting firm the factors which might be deemed to bear upon the registered public
accounting firm’s independence from the Company and its management, including the
matters in the written disclosures and the letter required by Independence Standards
Board Standard No. 1 (Independence Discussions With Audit Committees), which were
reviewed by the committee. The committee considered, among other factors, the
distribution of fees paid to the firm among those for audit services, those for audit-
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related services, those for tax services and all other fees, as described below under the
caption “Fee Information,” and considered whether the provision of services other than
the audit and audit-related services is compatible with the registered public accounting
firm's independence.

The committee discussed with the Company’s internal auditors and independent
registered public accounting firm the overall scope and plan for their respective
activities. The commitice meets with the internal auditors and independent registered
public accounting firm, with and without manage'ment present, to discuss the results of
their examinations, the evaluations of the effectiveness of the Company’s internal
controls over financial reporting, and the overall quality of the Company’s financial
statements and reporting process. '

In reliance on the reviews and discussions described in this report, the comnmittee
recommended to the board of directors and the board of directors approved inclusion
of the audited financial statements in the Company’s Annual Report on Form 10-K for
the year ended February 3, 2007, filed with the SEC.

By the Committee:

Robert V.-Dale, Chairman
James 8. Beard

William F. Blaufuss, Jr.
Kathleen Mason

The foregoing report of the audit committee shall not be deemed incorporated by
reference by any genera! statement incorporating by reference this proxy statement into
any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934,
except to the extent that the Company specifically incorporates this information by
reference, and shall not otherwise be deemed filed under such acts.
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Fee Information

The following table sets forth summary information regarding fees for services by
the Company’s independent registered public accounting firm during Fiscal 2007 and
Fiscal 2006. ' b '

. o Fiscal 2007 . Flscal 2006
AuditFees .. ... ... ... ... . ... . L, $1,219,715  $1,183,829

Audit-Related Fees . . ..................... 39,125 31,500

Tax Fees—Total . ........ et e 311,892 . 230,000

Tax compliance. . ............... ... ..., 241,500 230,000

Tax planning and advice .. ................ . 70,392 -0-

AllOtherFees . . ....... ..o ien.. 4,500 3,500
Audit Fees . .

Audit fees include fees paid by the Company to Ernst & Young in connection with
annual audits of the Company’s consolidated financial statements, internal controls over
financial reporting and their review of the Company's interim financial staternents.
Audit fees also include fees for services performed by the independent registered
public accounting firm that are closely related to the audit and in many cases could be-
provided only by the Company’s independent registered public accounting firm.

Audit-Related Fees

I
“Audit-related services include ‘due diligence services related to mergers and
acquisitions, accounting consultations, employee benefit plan audits and certain attest
services. L " : '
Tax Fees
St sl N . I . N
Tax fees include fees paid by the Company for compliance services and planning
and advice. The latter category included a state and local tax review and consultations
regarding a change in lease accounting and other matters.

All Other Fees

In both Fiscal 2007 and Fiscal 2006, the Company paid other fees to Emst &
Young for access to an online accounting and auditing information resource,
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Pre-Approval Policy

The audit commitiee has adopted a policy pursuant to which it pre-approves all
services to be provided by the Company’s independent registered public accounting
firm and a maximum fee for such services. As permitted by the policy, the committee
has delegated authority to its chairman to pre-approve services the fees for which do
not exceed $100,000, subject to the requirement that the chairman report any such pre-
approval to the audit committee at its next meeting.

All fees paid to the Company’s independent registered public accounting firm in
Fiscal 2007 were pre-approved pursuant to the policy.

PROPOSALS FOR THE 2008 ANNUAL MEETING

Proposals of shareholders intended for inclusion in the proxy material for the 2008
annual meeting of sharcholders must be received at the Company’s offices at Genesco
Park, 1415 Murfreesboro Road, Nashville, Tennessee 37217, attention of the secretary,
no later than January 18, 2008.

In addition, the Company’s Bylaws contain an advance notice provision reqmrmg
that, if a shareholder’s proposal is to be brought before and considered at the next
annual meeting of shareholders, such shareholder must provide timely written notice
thereof to the secretary of the Company. In order to be timely, the notice must be
delivered to or mailed to the secretary of the Company and received at the principal
executive offices of the Company not less than sixty days nor more than ninety days
prior to the meeting (or, if less than seventy days’ notice or prior public disclosure of
the date of the meeting is given or made to shareholders, notice must be so received
not later than the close of business on the tenth day following the day on which such
notice of the date of the annua! meeting was mailed or such public disclosure was
made). In the event that a shareholder proposal intended to be presented for action at
the next annual meeting is not received timely, then the persons designated as proxies
in the proxies solicited by the board of directors in connection with the annual meeting !
will be permitted to use their discretionary voting authority with respect to the
proposal, whether or not the proposai is dlscussed in the proxy statement for the annual
meeting.

n
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FINANCIAL STATEMENTS AVAILABLE

A copy of the Company’s annual report to shareholders containing audited
financial statements accompanies this proxy statement. The annual report does not
constitute a part of the proxy solicitation material.

- A copy of the Company’s Annual Report on Form 10-K for the fiscal year
ended February 3, 2007, excluding certain of the exhibits thereto, may be
obtained, without charge, by any shareholder to whom this proxy statement is
sent, upon written request to Roger G. Sisson, Secretary, Genesco Inc., Genesco
Park, 1415 Murfreesboro Road, Nashville, Tennessee 37217,
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